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THE Thirtieth Meeting of 
the Academy held at Philadelphia on 
Friday and Saturday, May 14 and 15, 
the proceedings of which are contained 
in this volume, proved to be the most 
interesting and significant of the long 
series of Annual Meetings held by the 
Academy. This was due not only to 
the importance of the subject discussed 
but also to the high authority of those 
who contributed to the sessions. The 
influence of the discussions will be 
greatly strengthened by the publication 
of this special volume. 

It is becoming increasingly evident 
that the peace of the world will depend 
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to a far greater extent then j is —_ 
supposed upon the domestic and for- 
eign policy of the United States. With 
such heavy responsibilities involved it 
is incumbent upon a national organiza- 
tion such as the Academy to contrib- 
ute, within the measure of its power, to 
the enlightenment of national opinion. 
Through the sessions of the Annual 
Meeting of 1926, the Academy has 
made an important contribution to 
this great purpose. The deep appre- 
ciation of the officers of the Academy 
is due and is hereby expressed to 
those who participated in the discus- 
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OU are all familiar in a general 

way with the trend of French cur- 
rency during the past two or three 
years. The average rate of exchange 
for 1923 was 6.07 cents; for 1924, 5.23; 
for 1925, 4.77. The present quotation 
(date of May 14) is about 3.15 cents, 
having fallen approximately 30 per 
cent since last September. There 
must, of course, be an explanation for 
such a movement. There are two pos- 
sible explanations. On the one hand, 
it might be attributed to a dearth of 
foreign bills of exchange, or what we 
call in economic parlance an unfavor- 
able balance of payments. On the 
other hand it might be due to factors 
affecting the budget. 

Two years ago in discussing the prob- 
lem of German reparation payments 
I laid great emphasis upon the diffi- 
culties for Germany in connection with 
what is known as the transfer problem. 
Now, curiously enough, the transfer 
problem, the international balance side 
of the question, is not the primary diffi- 
culty in the case of France. Since 1924 
France has had a favorable balance of 
payments. She has even had during 
the two years (1924 and 1925) a favor- 
able balance of trade alone. If to 
the favorable balance of trade for the 
years 1924 and 1925 is added her in- 
come from invisible sources, it appears 
that France’s favorable balance of 
payment was roughly 1.85 billion gold 
francs. 

If a French debt settlement had been 
in operation along the lines of the Brit- 
ish settlement, France could during 
1924 and 1925 have met, so far as the 
transfer problem is concerned, the an- 
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nual installments in full. It is im- 
portant to point out, however, that 
1924 and 1925 were quite abnormal 
years. The fall of the frane tempora- 
rily stimulated foreign trade and for 
the first time in many, many years, 
France had an excess of exports over 
imports, amounting in 1924 to 1,537,- 
000,000 francs and in 1925 to 1,433,- 
000,000 francs. This temporary stimu- 
lus has, however, already run its course. 
For the first three months of 1926 there 
has been an import surplus of 1,586,- 
000,000 francs as compared with an 
export surplus for the corresponding 
months of 1925 of 1,094,000,000 francs. 
But even with the return of normal 
trade conditions, it will still be true 
that France will have comparatively 
little difficulty in meeting some foreign 
obligations—so far as the transfer 
problem is concerned. By virtue of 
her very large invisible income, par- 
ticularly receipts from the tourist trade, 
France is likely to have continuously a 
favorable balance of moderate propor- 
tions. In any event, the decline of the 
franc during the last two years, when 
France has had a very considerable 
favorable balance in her international 
accounts, cannot be attributed to con- 
ditions directly affecting the exchange 
market. 
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The crux of the French difficulty is 
and has been the unbalanced budget. 
In speaking of the budget I must pref- 
ace by saying that the statements 
which are issued from time to time 
showing that the budget is now prac- 
tically in balance are entirely mislead- 
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ing. Finance Minister after Finance 
Minister has assured the world that 
very soon now France will have a 
stabilized budget, and in the last few 
months we have again heard such state- 
ments. The truth of the matter is that 
France does not now have anything 
like a balanced budget, if by budget one 
means the total of government reve- 
nues from non-borrowed sources as 
compared with government expendi- 
tures for all purposes. The word 
budget, as used in France, requires 
specific elucidation. It includes cer- 
tain revenues and it includes certain 
expenditures; but it does not include 
nearly all of the expenditures. In the 
first place, there is the system of granting 
supplementary credits. In the begin- 
ning of the year, estimates of expendi- 
tures and revenues are made on a 
rather hopeful basis. In the course of 
the year these estimates are exceeded, 
and then supplementary appropria- 
tions are made, with the result that 
when the accounts are all in the re- 
ceipts are found to have fallen much 
short of expenditures. 

Besides these supplementary credits, 
France has had until recently what is 
called an extraordinary budget, which 
consists of certain items that have not 
been carried into the budget proper. 
Moreover, until recently France has 
had the so-called recoverable budget, 
which includes all of the items charge- 
able to Germany. Then in addition to 
that, she still has certain special treas- 
ury services that are handled through 
the treasury and are distinct from the 
budget accounts. French fiscal au- 
thorities still conceal the true situa- 
tion of government finances by failing 
to consolidate treasury deficits with 
budget deficits. No specious system 
of bookkeeping can, however, prevent 
a final reckoning. Everything eventu- 
ally comes out in the wash. Any ex- 
penditures not covered by ordinary re- 
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ceipts represent an increase in the 
public debt, either to the public or to 
the Bank of France. 

The inclusive budget deficit in the 
year 1924 was approximately 16 billion 
francs and for 1925 about 11 billion 
francs. The revenues, including about 
1.9 billions on reparation account, 
and about 24 billions of so-called 
Loucheur special taxes, collected in 
1926 but applicable in 1925, amounted 
to about 33.7 billions and expenditures 
to 44.8 billions. It is this huge deficit 
and the attendant increase in note 
issues at the Bank of France which 
accounts for the persistent decline of 
the franc. 


Prosiems INVOLVED 


Why cannot the government balance 
the budget, either by raising the reve- 
enues, or by curtailing expenditures, or 
both? What are the problems in- 
volved? First, with reference to 
French taxation. There has been per- 
sistent assertion in this country that 
France has steadfastly refused to tax 
her people. Back in 1922 there were 
similar statements with reference to 
German fiscal policy. Everybody was 
saying at that time that the Germans 
did not tax themselves, and Frenchmen 
were among the leading complainants. 
The truth of the matter was that the 
German tax burden was very heavy 
until the depreciation of the currency 
completely disorganized the whole 
financial system. France’s taxes are 
similarly very heavy. After a very 
careful investigation I conclude that 
France’s tax burden in 1924 was about 
20 per cent of the national income, and 
it is even higher as a result of recent 
increases. These tax collections—not 
assessments merely—may be compared 
with a taxation burden in the United 
States (including Federal, State, and 
local, taxes) of about 11.5 per cent of 
our national income. Our national in- 
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come is, moreover, something over $600 
per capita while France’s is about $200 
per capita. The evidence all goes to 
show that the loose statements that are 
made about French taxation are quite 
without foundation. It is true that 
there is one important group in France 
that has not contributed taxes as 
heavily as they might, namely, the 
agricultural group. French fiscal ad- 
ministrations have been grappling with 
that problem for years; they have been 
more than hopeful that by one means 
or another they can get higher revenues 
from the farm population. But it is 
very difficult in France, as elsewhere, to 
collect large income taxes from the 
agricultural class. The administration 
costs are practically prohibitive. I do 
not know, and nobody knows, whether 
the French government can raise an- 
other billion or two francs by further 
taxation increases. But one thing is 
certain, namely, that there comes a 


areal 


i 


point after the tax burden has reached 
20 per cent of the national income, 
when higher taxation will yield less 
rather than more revenue. It is im- 
possible to balance the French budget 
by tax increases. 

Turning to the expenditures side of 
the account, we find a total of some- 
thing over 45 billions. In the neighbor- 
hood of 22 billions goes for interest on 
the public debt and pensions. The 
military outlays amount to about 7 
billion francs and the expenses for civil 
administration about 10 billion. The 
only spot where any great reduction in 
expenses could be made is in connection 
with the interest on the public debt; 
but because of the political danger in- 
volved, no Finance Minister has been 
willing to countenance any arbitrary 
reduction of interest charges or repu- 
diation of principal. Therefore, French 
finances have continued to drift from 
bad to worse. 
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Sidelights on the Present Situation in France | 


OT being a professional statisti- 


cian, I shall not attempt to dis- 
cuss in any way the figures presented 
in General Allen’s very informative 
article.| Whatever the figures may be, 
no one can deny that the French are 
confronted to-day with the most serious 
and dangerous problems. There is no 
one in France to-day who would claim 
thatthe French have wonthewar. They 
all know that all the nations engaged in 
the war have lost something and that it 
will take several generations before the 
wounds are healed and the repercus- 
sions of the last war cease to be felt. 
Of the foreign policy of France with 
relation to Germany I shall have very 
little to say. There are a few things, 
however, that have to be said. In the 
last sentence of his article General 
Allen alluded to the racial antagonisms 
which exist between the two countries. 
There may exist between the two peo- 
ples differences of opinions as to points 
of view and to a certain extent of ideals, 
but when all is said there is no greater 
racial unity in Germany than in 
France or probably in America and 
the two nations are essential parts of 
Western civilization. Their represent- 
atives met at Locarno in a spirit of 
co-operation. It is to be hoped and ex- 
pected that they will meet again, and 
often, around the council’s table in 
Geneva; and even if in both countries 
there are still people who belong to the 
well known class of the “die-hards,”’ the 
situation has certainly improved during 
the last two or three years and there 
is every indication that it will continue 


to improve. 


1 See p. 15. 
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Johns Hopkins University 


There is no indication in France that 
an imperialistic attitude can become 
popular and has any chance to become 
established. The will to peace in 
France has recently been proved in 
many circumstances; but it does not 
mean that France is ready at the pres- 
ent time to do away entirely and com- 
pletely with a permanent army. On 
this point her position is very clear; 
whether she is right or wrong is another 
question, but I do not eer could 
be brought rapidly to modify“her atti- 
tude in the matter. 

On the other hand, as General Allen 
has pointed out, there is some evidence 
that real co-operation can be brought 
about between the two nations. 
Much has been said against the indus- 
trial magnates and international bank- 
ers, but at least they are people who 
understand that co-operation is neces- 
sary between the nations of the world, 
and unless I am much mistaken that 
feeling is becoming more and more gen- 
eral in Europe. The French and 
German industrialists have demon- 
strated that they fully understood this 
community of interests, and on that 
understanding, too, rests another and 
a stronger hope for the maintenance 
of peaceful and harmonious relations. 
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Moreover, at the present time, J 


undoubtedly for some time to come, 
both countries will have to concentrate 
all their energy on the work of financial 
and industrial rehabilitation, and ex- 
ternal difficulties will ipso facto be re- 
duced to a minimum. The internal 
situation of France is far from being 
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satisfactory. From the political point 
of view, it can be said that the instabil- 
ity of cabinets, the inability of different 
premiers to win a working majority 
which would enable them to stay in 
office and put through the needed re- 
forms present very serious dangers. 

The financial outlook is almost 
equally gloomy. France’s internal 
debt is enormous and absorbs a large 
part of the budget; in a few years the 
burden of the external debt will be felt 
even more painfully. In spite of the 
common assertion that the French 
do not pay taxes, we may say that 
certain classes of French citizens might 
be made to pay more heavily, but it is 
not easy to see how the total amount 
can be much increased. 

It may be said in addition that the 
French budget cannot easily be bal- 
anced until the franc is stabilized. The 
first step in the direction of stabili- 
zation has been taken. France knows 
or will know very soon how much her 
yearly external obligations will amount 
to at least for the next few years. The 
next step will be the stabilization of the 
franc, which necessarily will cause 
many hardships. This has _ been 
proved in the case of Germany and in 
the case of Belgium, and cannot prob- 
ably be done without some help from 
the outside and the establishment of 
credits in foreign countries. It is a 
painful process, and if from the purely 
financial point of view the French may 
be criticised for not having done it 
sooner, their slowness in the matter can 
at least be explained. 


FRENCH CHARACTERISTICS 
In spite of their reputation the 


) French are an exceedingly conservative 


people. They like to indulge in wild 
theorizing and in their conversations, 
public speeches and writings to carry 
their logical reasoning to its extreme 
consequences. But when it comes to 


practical applications they have a 
strong distrust of new and untried sys- 
tems. This is an attitude which imme- 
diately after the war created some re- 
sentment in this country, when people 
with the best possible intentions pro- 
posed to Americanize France over 
night. The French at the time did not 
say much but opposed an unconquer- 
able inertia to most of the proposals 
which were made tothem. They beganto 
rebuild and to rehabilitate their in- 
dustries in their own traditional way. 
Because of that very reluctance they 
have avoided some of the difficulties 
with which some of the other countries 
had to contend. 

When all is said France is to-day 
very much as she was before the war. 
The French are after all the only great 
nation of Europe which has not gone 
through some fundamental governmen- 
tal change. She overthrew many cabi- 
nets, to be sure, but her social and 
political structure has remained funda- 
mentally the same; she has not found it 
necessary to establish a dictatorship; 
she has had fewer labortroublesand less 
unemployment than any other nation. 
Because she has always maintained a 
balance between her industrial and ag- 
ricultural activities, she did not need 
to readjust herself rapidly and pain- 
fully to a new situation; she continued 
to develop slowly her natural resources, 
which are moderate but sufficient for 
her needs, and it is this very conserva- 
tism which enables one not to despair 
of the future of the country. France 
knew all the time that it would be nec- 
essary some day to submit to a very 
unpleasant process of financial read- 
justment. She realizes that the sav- 
ings invested in government bonds and 
even industrial securities have under- 
gone a tremendous depreciation and 
that in fact they have lost something 
like eighty per cent of their original 
value. If France had been con- 
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fronted suddenly with that fact when 
she was still suffering from war-psy- 
chosis she might have reacted so 
violently that a revolution might have 
been the consequence. After several 
years, during which this unpleasant 
fact has slowly percolated through the 
masses, and during which also she has 
been able to some extent to recover 
from the war, she is now ready to face 
the situation in a more practical and 


ie 


sensible way. The French all suspect 
that when the external war debts are 
settled it will be necessary to settle and 
consolidate the internal debt and to 
stabilize their currency—which can only 
mean partial cancellation. This France 
is also going to attempt in her slow 
deliberate way; and as the country is 
fundamentally sound, there is every 
reason to hope and to believe that she 
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The French View of an Understanding Between  _ 
France and Germany 


Columbia University 


F the prosperity of Europe depends 

in the main upon satisfactory 
relations between France and Ger- 
many, obviously no effort tending 
towards bringing these two great 
nations together in permanent amity 
should be spared. Hostility between 
them amounts to a menace to world 
peace. A solution to the problem im- 
poses itself; it is to the interest of 
every nation to contribute in bringing 
it about. 

More than six years ago the Treaty 
of Versailles was drawn up. The 
period that has elapsed since then seems 
to prove its failure to bring about the 
desired reconciliation. As a result, 
pessimists wonder whether an entente 
is actually possible. 

I speak as a Frenchman who fought 
in the war like all the Frenchmen of 
his generation, who suffered from it 
like all of them, and who passionately 
desires peace, a durable peace, but 
also a just one. Nothing can repay 
France for the terrible sacrifices to 
which she consented from the bottom 
of her heart, in order to maintain 
integrally the inheritance she was be- 
queathed by the creators of the Re- 
public and the Revolution of 1789. 
That is why the France of 1926 refuses 
to evaluate in gold the price of the 
blood of her soldiers. 

Those who do not know the real 
feelings of the French too often con- 
sider Franco-German rivalry to be 
an indisputable fact, more, an histori- 
cal truth. General Allen has spoken 
of this historical rivalry', and a few 

1 See page 15. 


days ago a New York newspaper 
stated that for France, Germany was 
still, as always, a hereditary enemy. 
Let us not forget that barely a century 
ago it was England, not Germany, 
that Napoleon called the hereditary 
enemy. Does not the alliance of 1914 
show what faith should be put in 
historical provisions of this sort? 

There is no place in the minds or 
hearts of the French for a hereditary 
enemy or a hereditary hatred. There 
is only an invincible passion for her 
liberties and her independence. For 
these liberties, for this independence 
more than a million soldiers were killed 
in 1914 and another million were 
crippled for life. What Frenchmen 
did then, should the same menace 
confront them, they would gladly do 
again. 

Americans are fortunate in having 
peaceful neighbors with no rival in- 
terests, since these same neighbors 
possess immense territories to develop 
and boundless fields of activity. It is 
difficult then for them to imagine the 
state of mind of the French people. 
But try for a moment to place your- 
selves under conditions similar to 
those which confront the French. 
Picture the United States between a 
Canada whose population would be 
one and a half times as large as hers, 
overpopulated and crowded at the 
frontiers; and a Mexico in a similar con- 
dition. What then would be your 
thoughts and perhaps even your fears? 
Then remember that France has suf- 
fered from invasions almost regularly 
every half century, and do not be 
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surprised to see her ask for guaranties 
of security. These guaranties, far 
from being the proof of imperialistic 
tendencies so often attributed to us, 
attest on the contrary to our pacific 
intentions. Should we intend to in- 
crease our territories and try to domi- 
nate Europe, we would not ask for 
any guaranties. We want our place 
in the sun, and nothing more; but that 
place we will not give up to any one. 

Has not Germany, whose pacific 
intentions we are too often accused of 
ignoring, raised once more the flag of 
the Kaiser? We can hardly admit that 
this is an encouraging symptom. Has 
not Italy spoken of the reconstruction 
of the Empire of Cesar, the conqueror 
of Gaul? Is not Spain ruled by ad- 
versaries of the republican principles 
which were ever ours? 

We believe too firmly in President 
Wilson’s ideal of the self-determination 
of nations to meddle with the politics 
of our neighbors, but I want to show 
you the vital necessity of having a 
strong France, in order to preserve a 
free France,—not to oppress Germany 
or any other nation. 

What better proof could be given 
of our pacific intentions than a simple 
examination of our present military 
expenses? What better means of re- 
futing the false statements of those 
who say we spend for our army sums 
of money that might better be used 
for other purposes? Comparing our 
military expenses for 1925 with those 
of 1913, we find a reduction of twenty- 
three per cent in favor of 1925. Dur- 
ing the same period, similar expenses 
have grown thirty-two per cent in 
England and 140 per cent in the 
United States. Our army which num- 
bered 870,275 men in 1914 was reduced 
to 646,441 in 1926. Where Germany 
spends 16,126,849 gold marks or 71,- 
280,672 francs for the instruction of 
her soldiers, France spends only 24,- 
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326,300 francs for the same purpose. 
The upkeep of military forces amounts 
to 104,061,562 francs in the German 
budget and to only 67,659,100 in 
ours. Germany spends 297,978,931 
francs for armaments and 118,335,108 
francs for ammunitions, while for the 
same purposes we spend respectively 
247,342,000 and 32,859,000 francs. 


Tue Tout or War 


The attitude of France to-day is 
clear. She is standing on the defensive, 
and unfortunately, the events of the 
past have shown that such an attitude 
is well founded. On the other hand, 
that does not mean that we are un- 
willing to come to a better understand- 
ing with our former enemy. 

The return of Alsace-Lorraine to 
France has removed the only political 
barrier to a rapprochement. Before 
1870, Alsace-Lorraine was French ter- 
ritory. It was glad to be French. It 
has riow been returned to France. 
That question is settled. 

However, before France can be her- 
self once more and feel happy in the 
family of nations, there are, of course, 
many different problems to be solved. 
I shall consider only the most impor- 
tant of these problems. I refer to the 
economic burdens under which France 
is now laboring. Foreigners must not 
overlook a fact painfully brought 
home to the Frenchman every day: 
that the war was fought on French 
soil, that it was French lands that were 
devastated and French towns that 
were destroyed and ruined. If a 
satisfactory final settlement is to be 
made, these material losses must be 
taken into account. 

Roughly speaking, France lost some 
two millions of able-bodied men in the 
war. I can give you the exact num- 
bers: 1,355,000 killed or unaccounted 
for in the army and 10,735 for the 
navy, making a total of 1,365,735. 
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_ UNDERSTANDING BreTWEEN FRANCE AND GERMANY 


To this must be added 30,000 men 
killed in the civilian population. It 
is true that Alsace-Lorraine was re- 
turned to us with a total population 
of 1,700,000 persons, including women 
and children. But out of this popula- 
tion only 400,000 are adult able- 
bodied men. It will then be seen that 
France has suffered a total loss of 
965,000 able workers, or one out of 
every twenty-eight inhabitants. 

The real significance of these figures 
emerges upon comparison with those 
of other countries. 


Germany lost 1 out of every 35 inhabitants 


Austria “ 1 50 

England 1 66 
Italy “ 1 79 
Russia 107 


Such a crushing loss of able-bodied 
men is in itself serious enough. But 
how much more serious when we realise 
that those who remain have to assume 
the responsibilities of those who have 
disappeared. The French  govern- 
ment has to take care of 2,620,000 
cripples incapacitated by the war. In 
addition to this, it has also to take care 
of 695,000 widows and orphans and 
1,040,000 dependents, making a total 
of 3,715,000 persons now upon the 
pension list of the government. 


FINANCIAL CONDITION 


Here then is an explanation of the 
enormous budget under which my 
country is staggering. This year that 
budget amounts roughly to 36 billion 
francs, not including any provisions 
for the charges resulting from our ex- 
ternal debts. It must be remembered 
that the total of the French debt, in- 
cluding both the external and the in- 
ternal, amounts to the enormous sum 
of over 500 billions. France is now 
wondering how she can ever pay this 
debt. 


Nevertheless, France still enjoys 


| 


=) 


the reputation of being a rich country. 
This was true before the war, to be 
sure. But what has become of this 
wealth at the rate at which the franc 
is quoted to-day? Furthermore, be- 
fore the war, France was nearly a self- 
sufficient country. Things have | 
changed indeed, and none can foresee 
for how many years the present con- 
ditions will last. In the meantime 
France must pay for the foodstuffs 
and raw materials she is obliged to 
import from other countries with a 
franc that has lost five-sixths of its 
value. 

It is commonly thought that the 
trade balance between France and 
America is in favor of France. In 
point of fact, the contrary is true. In 
spite of the increasingly unfavorable 
rate of exchange, France is forced 
constantly to increase its purchases in 
the United States. In 1923 the defi- 
cit amounted to 2066 million francs. 
In 1924 it amounted to 2128 million 
francs, and for the first eight months 
of 1926 it reaches 2611 millions. 

I am sorry to note that the attitude 
of the French towards their financial 
problems is often misunderstood in 
this country. I have heard people 
say that the French are unwilling to 
stand taxation. This statement is 
absolutely unfounded. Here again, 
allow me to quote figures. They are 
ever more eloquent than mere opinion. 
Let us compare the fiscal burden in 
various countries. It is a_ rather 
difficult comparison to establish, since, 
to have any meaning, we must take 
into consideration not only the total 
amount of taxes paid by the popula- 
tion, but also the wealth of the popula- 
tion. 

In 1924, the state’s share of the 
national income was 23.8 per cent in 
France, about one-fourth of this na- 
tional income, as against 22.3 per cent 
in Great Britain and 11.5 per cent in 
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the U nited St States. In 1925 the pro- 
portion which remained the same in 
England rose in France from 23.8 per 
cent to 28.2 per cent and in 1926, 
after an increase of taxes in France 
and a reduction in the United States, 
the French percentage will exceed by 
three times the percentage in the 
United States. 

We may further add that these 
figures do not take into account 
indirect taxation which, as everybody 
knows, is very heavy in France. 

Frenchmen very naturally blame the 
war for their present difficulties. They 
cannot help attributing these difficul- 
ties to those they consider responsible 
for the war. The greatest obstacle 
to a rapprochement between France 
and Germany is, for the man in the 
street, the financial burdens with 
which he has been saddled. I have 
briefly mentioned some of these bur- 
dens. He can never forget the war 
and the feelings aroused by the war, 
as long as he is reminded of them by the 
constantly increasing rigors of his 
daily life. 

A Lost 

The way in which international debts 
are being settled to-day simply amazes 
the Frenchman. He is _ bewildered. 
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He cannot understand. He fought 
for an ideal, thinking neither of his 
money nor of his life. He fought in 
what he considered to be a common 
cause, the cause of liberty and world 
peace. He did not realize that in the 
wake of the flags and uniforms of his 
friends and allies must inevitably 
come one day an accountant with 
his merciless ledger. He fails to un- 
derstand why, to-day, twelve years 
after the war, this ideal can be re- 
duced to a mere matter of dollars and 
cents. 

As a last word, I should like to draw 
attention to a few simple indications 
of how the French, in spite of present 
difficulties, can rise above purely 
nationalistic feelings. The athletes 
of France and Germany are again 
meeting in friendly athletic contests. 
That great German mathematician, 
Dr. Einstein, was received with highest 
honors in France, and groups of French 
students are welcome in Germany, 
while German students are treated in 
France with traditional courtesy. 
These are happy symptoms. They 
show that there is no insuperable 
barrier between the people of the two 
nations, and that the way lies open for 
similar efforts of a more serious nature 
toward a genuine understanding. 


| 
» 
— 
| 
| 
2 e 
ti 
ir 
al 
oO} 
vi 
in 
| ti 
to 
th 


- Sources of Stability and Vitality in France 


HAVE enjoyed the inestimable priv- 
ilege of spending many years in 
France. I lived there before the World 
War, during the whole period of the 
World War, and stayed on after the 
war was over. My travels in France 
have been much more extensive than 
in my own country, and I think that it 
is perhaps safe to say that I have a 
more intimate personal acquaintance 
with all the different regions of France 
than have most Frenchmen. In view of 
the topic on which I am writing it is 
important to stress this; for what I am 
going to say, the opinions expressed, 
the conclusions formed, could not 
have come to me through book knowl- 
edge alone. Acqutaintance with pic- 
turesque facts of French history and 
impressions gained from newspapers of 
contemporary political life in France 
are likely to lead one astray. What 
one learns of France from occasional 
visits, where most of the time is spent 
in Paris or some resort more interna- 
tional than French in character, tends 
to confirm false notions of France and 
the French; and I know of no surer 
way of falling into error in forming a 
judgment about the country’s finances 
and economic health than to gauge it 
by the fluctuating value of the franc or 
by the imposing array of figures mar- 
shalled for us by learned statisticians. 
In the present great crisis of Euro- 
pean history we need to go very care- 
fully in forming judgments of France’s 
stability and vitality from outward 
signs, superficially observed, and from 
having entertained notions based far 
more than we know upon a background 
of misinformation and misconception. 
No one who has lived long in France, in 
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it 
contact with the people, will fail to 
bear me out when I say that there are 
sources of stability and vitality in this 
wonderful land which make it now, as 
it always has been, one of the most 
solidly established centers of cultural 
and material civilization in the world. 
We Americans make the mistake of 
assuming that political institutions and 
national policies in European countries 
are the creation of the governments, 
and that they depend for continuity 
and functioning upon who happens to 
be the head of the state or upon what 
party is in power. This assumption is 
less true of France than of any other 
European country. The common 
American impression in regard to 
France has always been that it is one of 
those countries where political changes 
are sudden and alarming; and when a 
Cabinet is overthrown and there are 
rumors of a royalist movement or of 
the spread of Fascism to France, past 
history is cited to bear out those who 
take a gloomy view of things. Re- 
cently one of the New York comic 
weeklies had a cartoon and article on 
““A Day in France,” lampooning a 
cabinet crisis. The skit suggested that 
there was no stability whatever in the | 
French political system. 
4 


Frequently in lectures one hears the 
same sort of opinion. It comes out in 
articles; it comes out in books—books 
written by learned men. Quite the con- 
trary is the truth. No nation in the 
world has been more faithful to tradi- 
tions and has followed a more logical 
evolution in the painful road of rep- 
government the 
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is dependent upon the parliament. 


French. Instead of being fickle and 
revolutionary, the French are tradi- 
tionalists and conservatives. There is 
more intelligent conservatism in France 
than in any country Iknow. That it is 
expressed through flexible parliamen- 
tary institutions, which make al- 
lowance for tentative or tempera- 
mental shifts in currents of opinion, is 
the glory of the French system. 

If we stop to consider, we can easily 
realize how admirably the French 
system is adapted to a democracy so 
fundamentally conservative as_ the 
French democracy. 

Let us compare the French system 
with those of the United States and 
Great Britain. Here we have a parlia- 
ment elected for a definite term, and an 
executive, also with a fixed term, 
independent of the parliament. The 
lower house of our parliament is 
changed twice as often as the executive. 
This makes it possible—and it has fre- 


_ quently been the case—that a Congress, 


repudiated by the people, continues to 


_ make laws for a year, and that an 
administration has not the support and 


sympathy of Congress. In Great Bri- 


tain parliament and executive alike are 


without a fixed term, and the executive 
In 
France parliament is elected for a 
definite term, and is renewed in a 
stipulated fashion at fixed intervals; 


| but the executive, as in Great Britain, 


is dependent upon parliament. 
The American system is entirely too 


rigid, and it does not secure from the 


people a true expression of opinion 
when crises arise. It can be frequently 
said to be unrepresentative. The 
British system would be splendid were 
it not so complicated and expensive to 
hold general elections. Unwillingness 
to “go to the country” frequently 
makes the British government too 
often a government by compromise— 


and sometimes by surrender—to be an 
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adequate expression of democratic 
ideals. France, by combining the best 
features of both the American and 
British systems, possesses a more 
representative government—and there- 
fore a more stable government—than 
the governments of our country and 
Great Britain. This may seem to be 
an astonishing statement. But it is 
none the less true. Human nature be- 
ing what it is (and it is very much the 
same in every country) those people 
will be interested in politics and public 
affairs who have a chance to make their 
voice heard and their influence felt. 
There are all sorts and shades of opin- 
ion. In countries where the two-party 
system is the rule, a host of voters 
have no chance at all in the face of the 
machines controlling parties and the 
cry of “party regularity.”” They lose 
interest—and allow the roughnecks and 
corrupt bosses to run things as they 
will. In France personalities count for 
more than parties, and a deputy goes 
before his constituents to seek their 
support on the basis of his attitude on 
questions of the day. To the Anglo- 
Saxon mind the rel of the French 
system—many parties and frequent 
cabinet changes—may seem confusing. 
But not only does it not affect the 
machinery of the government, which 
runs on smoothly, but it has the posi- 
tive result of making the entire people 
feel that the government is really 
theirs. What more solid and _ per- 
manent source of stability could there 
be than this? 


STRENGTH OF NATIONAL 


Aside from her flexible parliamentary 
institutions, France possesses two other 
sources of stability that are well-nigh 
unique in Europe. Her national unity 
has centuries, not decades, of healthy 
growth behind it. By trying the 
French have found out what not to do. 
Their unity. has withstood fearful 
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shocks—it has been tested by fire and 
is now well-tempered. The adminis- 
trative system is centralized in Paris, 
which gives uniformity to the ma- 
chinery. But, on the other hand, 
there is a healthy regional life, and the 
people of different parts of the country 
are sturdily self-conscious of local 
traditions and local interests, which 
they tenaciously defend. They are 
able to do this, because for centuries 
there have been notably few migratory 
currents, very little immigration, and a 
control of the birth rate which keeps 
the population within bounds. An- 
other factor is the more equal distribu- 
tion of wealth than in most countries, 
and an inheritance law which prevents 
large land holdings. Proportionately, 
more people are land owners in France 
than in any other civilized country. 


EcoNOMIC STRENGTH 

The prevalence of small holdings in 
France is the heritage of the revolution 
in 1789, and is an expression of the 
intense love of liberty of the French. 
At the beginning of the industrial era 
they were fortunate enough to be able 
to make a clean sweep as to property of 
the old régime that had gone on for 
centuries. They built on new founda- 
tions of individual ownership to which 
they had tenaciously adhered. Life 
in France centers around the home and 
the individual enterprise. The French 
do not think in terms of mass produc- 
tion or mass movement. 

This is why industry has not de- 
veloped in the way it has done in Eng- 
land and Germany—and is beginning 
to do in the United States. The 
French have wisely avoided creating a 
Frankenstein. The stationary popula- 
tion does not reflect decadence but 
rather common sense. The French 
prefer to live within their means and 
not to be caught in an economic system 
in which the sustenance of the country 
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—the mere sustenance, let alone its 
prosperity—is dependent upon food 
supplies and raw materials from other 
continents and world markets. 

Both in our increase in population 
and in our feverish mass production 
and industry, we have come to think in 
terms of figures. The French are do- 
ing a fine and wonderful thing in refus- 
ing to mistake quantity for quality. 
They are not being led into the air of 
unrestrained birth rate, heedless of 
where the new generation is to find its 
food and an outlet for its energy. 

Love of liberty and common sense 
are shown also in the fact that France 
is still a country of modest industrial 
enterprises, on a small scale, where the 
“patron” lives next door to his factory 
and is constantly in the midst of his 
workmen. 

French vitality is one of the miracles 
of Europe. It has never been known 
to falter since the days of Julius Cesar. 
It has never been arrested for more 
than a few years. The geographical 
position of France is most fortunate, 
and her soil is unusually rich and well 
adapted to intensive agriculture. She 
has an abundance of ports and internal 
waterways, which she is not expanding 
unthinkingly beyond the needs of the 
present and loading up the country 
with bonded obligations for improve- 
ments. Her mineral resources are suf- 
ficient for the industrial needs of the 
nation. France has vast colonial pos- 
sessions just a short distance across the 
Mediterranean, whose inhabitants she 
does not treat as inferiors, to be ex- 
ploited, but as equals to share with her 
in the privileges as well as the respon- 
sibilities of French citizenship. 

The French people have adapted 
themselves without difficulty to every 
change in the economic evolution of the 
world. Through the ages they have 
laid their foundations carefully and 
adequately in the home and in the land. 
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They have resisted the temptation to 
multiply unduly in numbers and to 
build up their prosperity upon extra- 
European foundations. In the eco- 
nomic and political connotation of the 

word, theirs is no artificial civilization. 
It is not dependent like the civilization 
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of Great Britain and Germany—and in 
an increasingly large measure like that 
of Italy—upon being able to draw from 
other countries raw materials and food- 
stuffs and upon the opportunity of 
selling what is produced in world 


markets. 
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HE welfare of Europe, and perhaps 

of the world, is more dependent 
upon good relations between France 
and Germany than between any other 
two states where misunderstandings 
are not uncommon. In spite of the 
recent impasse at Geneva, it is fortu- 
nate that both these countries seem to 
remain constant to the general princi- 
ples of Locarno and friendly to the 
idealized spirit of that Conference. 
This should presage a solution of the 
problem of reorganization of the Coun- 
cil of the League by the committee 
charged with it and a settlement of the 
difficult situation that arose in con- 
nection with Germany’s entrance into 
the League. It should also indicate 
that the September meeting will assure 
the presence of another great power 


in the Council of the League of Nations. 


The reorganization, however, may not 
be limited to the Council, and probably 
the exceptional supremacy of the great 
powers may be modified towards the 
principle of equality of sovereignties. 

No one who has followed, even in a 
general way, the course of Central 
European policies since the signing of 
the Versailles Treaty, January 10, 1920, 
has failed to note that during the 
Poincaré administration the estrange- 
ment between these two countries 
continually increased until it appeared 
that a peaceful understanding was 
simply a myth. And likewise it has 
been noted as a fact that under less 
nationalistic administrations, indeed 
under socialist and labor influences, 
the relations between these countries 
have improved to a point where hope 
may be indulged that 
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disagreements may be compounded and 
friendly understandings reached on the 
basis of common financial and industrial 
advantages. The potash combinations 
and the partial arrangements for bring- 
ing the Ruhr coke and the Briey ore 
into their proper industrial relations 
to each other are suggestive of better 
political understandings. These states 
were nearly equal in population at the 
time of the Franco-Prussian War, but 
are now separated by more than twenty 
millions. With the return of Alsace- 
Lorraine and with the ownership of the 
mines of the Sarre Basin, France’s 
natural resources have been greatly 
strengthened, though her prewar popu- 
lation has remained at thirty-nine 
millions to Germany’s present sixty- 
two and one-half millions. 


Franco—GERMAN INTERNAL 4 
ConDITIONS 


France’s total debt reaches the 
staggering sum of 520 billion francs, of 
which three-fifths are internal and 
two-fifths external. This makes a per 
capita debt of more than 13,000 francs. 
Her imports are approximately forty- 
four billions, her exports about 4514 
billions. Reckoning upon funds from 
Germany to make good the expendi- 
tures in the devastated regions, a very 
considerable augmentation of the pub- 
lic debt was incurred without securing 
the expected reparations. The wealth 
of France at the close of 1912 was 
estimated at 302 billion francs and 
perhaps that sum in gold francs would 
not be far from its wealth to-day. 
France’s 1926 budget stands at 36.12 
a of which 23.55 billions go for 
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her debt service, and 5.68 billions for 
the militaryestablishment. Thesettle- 
ment of her debts with England 
and the United States (in round num- 
bers ten billion dollars) must be made 
before there can be a balanced budget. 
No effort is made here to reduce these 
paper francs to a gold basis. 
Germany’s revaluated internal debt 
amounts to 1.8 billion marks, her recent 
credits to about four billions, and her 
capitalized Allied debts to 57.7 billions. 
Therefore her total debt may be esti- 
mated at 63.5 billion marks—a per 
capita of 1020 marks. Germany’s 
imports for 1925 were approximately 
13.2 billion marks, her exports 8.8 
billions. The wealth of Germany in 
1913 was about 300 billion marks; but 
the post-war average of three estimates, 
two being American, gives her a present 
wealth of seventy-two billion marks. 
The mark here is taken at its gold 
value of 23.8 cents. That makes the 
ratio of the wealth of France to that of 
Germany as fifteen to seventeen. 
Germany's financial status is there- 
_ fore far more favorable than that of 
_ France, while the reverse is true in 
respect to her economic condition. Yet 
_ the greater part of France’s debt of 
520 billion paper francs is internal, 
while most of Germany’s debt of sixty- 
_ three and one-half billion gold marks 
is external. With France’s apparent 
inability to collect and properly dis- 
__ tribute taxes and the necessity of pay- 
ing twenty-three to twenty-four billions 
_of annual interest on her debt, it is 
clear that balancing her budget and 
stabilizing the franc offer almost insur- 
mountahledifficulties. Since theestab- 
lishment of the Dawes Plan in Germany 
there have been and continue to be 
‘4 those who foresee the impracticability 
; = two years hence of transferring out of 
that country the sums due the coun- 
tries receiving reparations. This 
_ view is predicated on the impossibility 


of finding markets for the plants of the 
Reich, which were enlarged during the 
period of currency inflation and are 
prepared to produce larger outputs 
than ever before. 

From these brief statements it is 
obvious that these two countries 
should put peace above all other consid- 
erations, sacrificing intensive national- 
ism to international trade. 
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The big states of the world, and 
particularly those of Europe, are so 
connected through commercial, finan- 
cial and political relations that it is 
impossible to divest oneself of the 
consideration of other countries in 
discussing the present relations of 
France and Germany. It has become 
evident that at the conference on the 
northern shore of Lake Maggiore there 
were not only gentlemen’s agreements 
but vague understandings and acute 
misunderstandings which could not be 
carried out when the time came for 
a public appraisal and approval. 
It was largely assumed that if the 
Foreign Ministers of England and 
France were in accord, the other 
countries would follow. If these two 
could satisfy Germany with direct 
promises and suggestions and at the 
same time give the Little Entente 
friends of France assurance that their 
interests would be safeguarded, why 
should other countries see fit to raise 
their voices in protest? Among other 
concessions Germany desired a radical 
diminution of foreign forces on the 
Rhine and a mandate over some of 
her former colonial holdings—and of 
course a seat on the Council. Its 
geographical position and _ superior 
capacity for negotiating with the 
Soviet government, as well as the 
imminence of an alliance with that gov- 
ernment, could not fail to impress the 
other conferring states with the neces- 
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sity of giving ear to the demands of the 
largest single ethnographic group west 
of Russia. Aristide Briand is reported 
to have said in the Chamber of Deputies, 
in replying to Louis Marin, that if 
France had not signed the Locarno 
security pact and arbitration treaties, 
she would one day have found herself 
isolated in the face of an alliance 
between Soviet Russia and Germany. 

Not later than April 18, Gustav 
Stresemann publicly stated that the 
Russo-German Treaty had been notified 
to the Locarno powers. He also 
stated: When Germany undertakes 
treaty negotiations with Russia which 
guarantee both powers against the 
participation of either in an aggressive 
act against the other, and moreover 
insure the preservation of mutually 
economic and amicable relations, the 
basis is the same as that on which other 
nations base their relations with Russia. 

The terms of the Russo-German 
Treaty, signed at Berlin, have been 
published. This document is causing 
considerable agitation in the French 
press by reason of the fact that these 
two countries agree to maintain a 
neutrality in case other countries 
endeavor to impose combined action 
on either of the contracting parties. 
Much discussion will follow this Treaty 
as to its bearing on Article XVI of the 
Covenant, in spite of Germany’s 
claim that the document is an extension 
of the Locarno Pacts and of Russia’s 
proposal to make a similar treaty with 
France and other countries. 


FRANCO-GERMAN CONTENTIONS 


I have been asked why France was 
insistent upon Germany’s becoming a 
member of the League. In reply I 
have stated that to possess a continen- 
tal dominance without maintaining 
vast armed forces, France must first 
obtain a security which in her convic- 
tion is always threatened by Germany. 


4 PRESENT FrRaNCO-GERMAN SITUATION 


With her traditional enemy a member 
of the League, that country would | 
through theobligationsassumedthereby __ 
be far less dangerous within than with- 
out. In a word, France would feel _ 
that the stability of the provisions of _ 
the Versailles Treaty would be increased 
by that membership. ae 
Germany’s willingness to enter the © 
League carries with it the thought that _ 
the Reich can accomplish more toward 
effecting its desired changes in the War 
Treaty by peaceful measures than by | 
forceful ones. Germany believes that _ 
the recommendation of the League © 
three years ago relative to Upper | 
Silesia, and approved by the Supreme 
Council, would have been quite dif- 
ferent had she been represented in the 
League. That decision will ever be an ae 
important factor in Franco-German 
relations, for the Reich will not recog- __ 
nize the justice of it. 
Membership in the League and 
statements of the present German _ 
government suggest acquiescence in 
the Treaty status of Alsace-Lorraine, __ 
but as the Nationalist elements 
in Germany still contend that these 
provinces should be returned in 
the coming years, they oppose the 
League. They present other charges 
against the Treaty, but this one is the 
outstanding objection. In general, it 
may be said that Germany hopes by 
entering the League to be able to _ 
obtain a change in the corridor tothe _ 
sea, in the status of Upper Silesia, _ 
concessions by other countries in the | 
matter of disarmament proportional 
to her own strength, a mandate over 
at least one of her former holdings, 
changes in the Saar administration and 
the removal of certain internal restric- _ 
tions. 
As France was largely instrumental 
in imposing all these conditions at the 
Peace Conference, it is safe to assume _ 
that she will reluctantly consent to 
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_ possibly trade advantages not now 


apparent. 

Under these conditions France and 
_ Germany, the latter in or out of the 
League, will continue to have dif- 


= 


‘ 


ferences that may be compounded 
only by the greatest good will on both 


interests of the two countries and the 
racial antagonisms will always demand 
clear-headed administrations in both 
countries, imbued with a will to peace. 
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New Factors in Franco-German Relations 


By Curist1an Gauss, Lirt.D. we 


Dean of the College, Princeton University 


O understand the problem of 

France and Germany to-day we 
must cease regarding it in terms of 
traditional political thinking. In a 
sense it is necessary to bring a new 
mind to a new problem. We must 
recognize first of all that there has been 
taking place, particularly in the last 
few years, a striking shift in the 
balance of forces which determine 
international relations. If we examine 
the causes which conditioned the 
policy of Germany and France in 1913 
with the forces which condition their 
policy in 1926, we notice a new align- 
ment of forces. The relations of these 
two countries to each other in 1913 
were in the last resort determined by 
the sense of an impending war regarded 
as inevitable. Alliances were cement- 
ed with this in mind. Foreign offices 
knew this and the public acquiesced. 
The German tax levy, the construction 
of strategic railways and the French 
law of three-year military service give 
confirmation to this fact. Behind it 
lay the old tradition that great armies 
make great states and fortify diplo- 
macy. 

I hope I shall not be misunderstood 
as having said that France desired war. 
It is not even necessary to believe that 
Germany desired it. But the fact that 
war was regarded as inevitable was 
sufficient to determine France’s major 
policies as well as Germany’s. Nowa 
successful war in 1914 was still regarded 
as the one certain means of acquiring 
international and diplomatic prestige. 
I do not think that any careful student 
believes that this is true to-day to the 
same degree. For the time being at 


least we know wars better and take less 
kindly to them. If we would under- 
stand Europe to-day, at least the 
Europe of which Great Britain, France, 
and Germany are a part, we must rec- 
ognize that there has been this change. 


New Franco-GerMan OvuTLooK 


It is true that after her humanly and 
economically disastrous victory, France 
was looking about for safeguards, for 
guarantees, for security, but it is also 
true that to-day neither France nor 
Germany wishes war; nor is France 
seriously looking forward to armed 
conflict with its neighbor across the 
Rhine. Locarno, whether fully ac- 
cepted by the German Nationalist wing 
or not, means that there has been a 
significant change since 1914. Since 
the defeat of Premier Poincaré much 
progress has been made in this regard 
and I believe that, in spite of unsatis- 
factory articles in the Versailles Treaty, 
Germany and France are now nearer a 
rapprochement and a solution of their 
age-old difficulties than they have been 
at any time since 1870. France hav- 
ing recovered Alsace-Lorraine is willing 
to discuss the future with her neigh- 
bor even though she never receives 
in reparations what she expected and 
was led to expect at Versailles. 

Germany realizes that she has lost 
much in prestige and territory (some 
of it she believes unjustly) and she will 
make Herculean efforts to regain it. 
As in France, there is still a generation 
in Germany which thinks in traditional 
terms. It brings an old mind to a new 
problem and dreams of winning back 
international supremacy by means of 
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successful war. The tide of political 
thought in both these countries, how- 
ever, has turned or is turning into other 
channels and if the statesmen, includ- 
ing American statesmen, who help to 
shape the international future act wise- 
ly and support present trends, there 
is little probability that this generation 
will have successors. The German Na- 
tionalists constitute a powerful party. 
They desire to recover Germany’s lost 
prestige and her economic independ- 
ence, but they pursue a Realpolitik and 
this now means, as their leaders confess, 
that they realize Germany cannot 
“come back” through general staffs, 
shock troops and Big Berthas. The 
character of the Franco-German 
problem is therefore an entirely dif- 
ferent one and must be stated in new 
terms. Before stating it, however, 
let us consider one of the psychological 
indices of this change and see what it 
means. 

If you propounded to an intelligent 
Frenchman in 1921 and 1922 the advis- 
ability of an accord with Germany he 
regarded your suggestion with repug- 
nance and took his stand upon some 
stiff plank of the Versailles platform. 
If you make the same suggestion to 
that same Frenchman to-day he will 
regard it not only as necessary but as 
desirable. He has come to recognize 
that because of changed circumstances 
the future of Germany and France lies 
not in national hostility but in eco- 
nomic alliance. The center of gravity 
in European and international politics 
has shifted. It is at present governed 
in the first instance not by military but 
by financial or economic considerations. 
General Allen is quite right when he 
says that in Germany the economic 
problem is more acute, in France the 
But at bottom the problem 
of Germany and of France is the same 


_ problem. They have both, one as the 
result of defeat, one as the result of 


victory, been forced into positions of 
financial and economic dependence. 
General Allen has estimated the total 
French debt as five hundred and twenty 
billion francs and the German as sixty- 
three and a half billion gold marks. 
Other methods of computing the French 
debt may produce a somewhat smaller 
figure, but the sum will remain stag- 
gering. It is not, however, the size of 
these debts alone that is important. 
The new factor is that nearly all of the 
German indebtedness and a large part 
of the French is external, owed not to 
nationals of those countries but to 
foreign individuals or governments. 
It is because they realize that they 
have this common problem that they 
have entered into the potash and steel 
agreements, and are now considering 
still further joint manufacturing and 
marketing projects. 

The fact that our otherwise com- 
petent Secretary of Commerce should 
have questioned the Franco-German 
potash agreement is merely an indi- 
cation that we have failed to compre- 
hend the forces necessarily at work 
in Europe to-day. We hold the eco- 
nomic supremacy. We are the great 
creditor nation. In the struggle for 
prestige or even national independence, 
there is a tacit recognition that the 
race is no longer to the stronger bat- 
talions but to the economically inde- 
pendent. Far more than formerly 
the dominant considerations in inter- 
national affairs will be politico-eco- 
nomic. 


U. S. Isouation Poticy Must Be 
ABANDONED 


On this international chess-board, 
where raw materials and finished 
products are the pawns, it is nonsense 
for the United States to pretend that 
it is isolated, that it is detached. 
Whether we like it or not we have a 
hand in all this, we are even the stake 
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holders and we must play the inter- 
national game according to the new 
rules. 
ment now visées loans as it visées pass- 
ports. It is also idle for us to imagine 
that because we have no agressive 
military establishment we therefore 
have the world’s good will. In this 
new world of international realities 
military establishments are far less 
important than once they were. If 
we wish to enjoy international good 
will we must recognize the problems of 
our European neighbors and we must 
not pretend to be scandalized and to 
protest when Great Britain raises 
the price of rubber and Germany and 
France the price of potash. We are 
a businesslike people and pretend to be 
generous. I hope we are. We must 
also be realists and remember, as the 
late Job Hedges used to say, that in 
Europe just now “the test of generosity 
is not how much you give away but 
how much you have left.” 

However much we may protest 
disinterestedness, through the mere 
operation of the Dawes Plan, the 
Balfour agreements and our debt 
settlements, Italian, French, British 
and German taxpayers are paying in 
lire, in francs, in pqunds and in marks 
that must be exchfnged into dollars 
and transferred to this country. Our 
dollar is through the debt settlements 
officially involved in_ international 
finance, which is a major factor in 
international politics to-day. 

It is only one more of the paradoxes 
of American political life that our 
“isolationist’’ leaders were precisely 
those who insisted most upon funding 
these debts and continuing these inter- 


In a sense the State Depart- . 
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national ties. We have linked our 
budget with that of European nations 
up to their capacity to pay. These 
so-called debt settlements are more __ 
properly entanglements. For sixty- __ 
two years there will be taxation in 
Europe for our account. We give _ 
them nothing in return except our 
repeated assurances that we are not 
concerned in European affairs. 

I am far from believing in the exclu- 
sively economic interpretation of his- 
tory or politics. Because, however, 
of Europe’s impoverishment and her | 
consequent dependence, it is not 
unlikely that the international disputes 
of the future instead of being caused by 
seizures of territory or affronts to 
national honor, or waving of the mili- | 
tary big stick, will be caused by unfor- 
tunate or discriminating economic or — 
financial policies which might previ- 
ously have been regarded as of a purely 
domestic nature. In this new age 
when economic considerations must 
be regarded as primary, our position as _ 
the dominant state is not unlike that 
of Germany in the era when military 
establishments stood in the more | 
immediate foreground. In this more © 
closely knit web all politics tend more 
and more to become world politics, and 
whether we pretend to be isolated or — 
not, the amount of good will we are to 
enjoy will depend upon our conduct. 
In the international world our future — 
lies not upon but across the water. 

We co-operated, innocently we may 
believe, in the creation of the economic 
and financial problems of post-war 
Europe. It would be wise and politic, 
it will inevitably be necessary, to 
co-operate in solving them. 
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Economically, 


Germany’s Economic Development Since the Armistice 


By Lupwie Benprx, Esq. 
Former Financial Advisor to the German Government, New York City 


ERMANY’S recovery from the 

war constitutes one of the most 
amazing chapters in all economic 
history. In 1918 Germany was liter- 
ally bare of commodities. The scar- 
city of goods was so severe as to be 
inconceivable to anyone, except an eye 
witness. Whatever commodities were 
available were hoarded. During this 
period the stock in trade of the average 
store consisted of such things as paper 
threads instead of yarns, wooden soles 
for shoes instead of leather, and all 
sorts of substitutes for foodstuffs. 

If you enter any store in Germany 
to-day, you will find goods in no way 
inferior to those offered here or in any 
other European country. Whereas in- 
dustry was practically at a standstill 
in 1918, Germany by the middle of 
1925 had again attained a volume of 
production equivalent to that of 1913. 
How was this possible? 

Germany at the end of the war, as 
I say, was absolutely devoid of 
commodities. Moreover, she had no 
credit and no political allies. But the 
much needed raw materials and food- 
stuffs had to be bought and reparation 
payments had to be met. The coun- 
try proceeded to spend more than it 


a produced and financed it by the only 


possible method at its disposal—in- 
flation. Let me pass over the socio- 
 Jogical effects of the inflation with 
_ which you are all sufficiently familiar. 
while the _ inflation 
_ brought onanera of fictitious prosperity, 
it undoubtedly stimulated production. 


As a matter of fact, paradoxical as it 


i may seem, I am convinced that the 
war had so effectively paralyzed Ger- 


man industry that it would have been 
impossible to revive it for many years, 
had it not been for the inflation. 
Everything seemed to favor the entre- 
preneur,—his debts for borrowed capital 
constantly declined. Real wages be- 
came smaller and smaller, thus lowering 
the cost of production. The incentive 
to produce goods and build new plants 
became stronger and stronger, since all 
assets held in the form of cash or bonds 
daily depreciated in value. The lower 
real wages as well as the decline in 
value of funded incomes compelled 
more and more people to try to make a 
living, and thus increased the supply of 
labor. 


AND LABOR 


The net result was that the produc- 
tive system of the country was brought 
into motion again and the productive 
capacity in the form of plant ma- 
chinery substantially expanded. At 
the same time, the labor supply at the 
disposal of the country, for the reasons 
I have already outlined, grew so that 
it became larger even than before the 
war. While labor was thus cheap, raw 
materials were expensive, leading to 
improvement in the technical use of 
raw materials, particularly coal. Ger- 
many in these years learned to make 
a ton of coal go about fifteen per cent 
further than before the war. The 
progress made in the production of rayon 
and artificial nitrate are other aspects 
of the same problem. 

The efficiency of labor, on the other 
hand, became correspondingly lower. 
Few figures are available on this 
subject, but it was generally stated 
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during the inflation that it took two 
men to do what one did before the war. 

The stabilization of the currency 
made wages again an important item 
in the cost of production and con- 
sequently the prewar labor efficiency 
has now been regained and in certain 
lines exceeded. The pressure to in- 
crease efficiency of the individual 
laborer for the sake of maintaining low 
production costs will no doubt con- 
tinue. 

Some German economists are in- 
clined to believe that this tendency to 
raise productive efficiency carries with 
it the germ of a serious unemployment 
problem in the years to come. They 
point out that Germany’s labor forces 
have increased rather than decreased 
and that with this raising of the level of 
productive efficiency, the labor supply 
will be increased still further. On the 
other hand, they are of the opinion 
that taxation and reparation payment 
will tend to prevent any substantial 
expansion in the volume of Germany’s 
production and consumption; this, 
they feel, will make an increased 
demand for labor within Germany 
unlikely, so that Germany may face a 
more or less permanent unemployment 
problem over a period of years. I do 
not share this pessimistic view of the 
problem for reasons which I will 
explain in detail later on. 


INDUSTRIAL REORGANIZATION 


Production, as I have already stated 
—both agricultural and industrial— 
had by the middle of 1925 attained 
prewar volume. Yet production on a 
prewar scale does not by any means 
imply prewar profits or a prewar stan- 
dard of living. On the contrary, after 
production had been brought to pre- 
war levels last year, it was discovered 
that markets to absorb this volume of 
production were not available. The 
domestic markets had by no means 


attained their prewar consumptive 
capacity; on the other hand, the cost of 


production plus foreign customs duties iE 
usually combined to make prices so 


high as to prohibit any sizeable in- 
crease in the volume of exports. A 


substantial proportion of the new plant ni 
constructed during the inflation thus __ 


proved to be worthless. 
In the first year and a half of the — 


stabilization the nature of this problem _ 
Hoarding 


was not clearly recognized. 
had become so extensive in the final 


stages of the inflation that a consider- _ tS 


able demand for goods remained to be 


satisfied; this obscured the actual _ ih 


condition of the markets; moreover, 
the use of credit reserves and the 
inflow of foreign capital also tended to 
maintain the volume of sales. The 
real situation did not become apparent 
until the summer of 1925, after the 
collapse of the Stinnes concern; then 
sales resistance began to be felt. 


Gradually the necessity of producing é 


more cheaply began to be realized. 
For the individual manufacturer this 
was often painful, and if he was not 
able to meet the situation either on 
account of lack of capital or ability, 
bankruptcy was the inevitable result. 
This is the nature of the economic 
depression through which Germany 
has been going—the necessity of main- 
taining a large volume of production 
on the one hand and on the other 
of achieving this production by differ- 
ent and cheaper methods than here- 
tofore. 

A number of circumstances contrib- 
buted to lend to this enforced indus- 
trial reorganization the character of a 
crisis. One was the coincidence of a 
very bad crop in 1924 and poor crops 
the world over. The resultant high 
prices induced agriculture to make 
large additional investments, the funds 
for which were to a considerable extent 
obtained on a short term credit basis. 
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Though dangerous in itself, this was 
not as important as the fact that 
substantial imports of foodstuffs be- 
came necessary. An already in- 
adequate supply of capital was thus 
further reduced and imports of anything 
but necessities should have been 
avoided. At this time, also, the prepa- 
rations for the enactment of a new cus- 
toms tariff began. This induced fur- 
ther large purchases from abroad 
before the new customs tariff went into 
effect. In other words, at a time 
when all available capital was required 
for the purpose of financing a vitally 
necessary reorganization of technical 
methods of production and the pre- 
vailing system of distribution, de- 
mand for capital from these two other 
sources developed. The result was 
that on account of the money strin- 
gency, business became so thoroughly 
tied up that depression was inev- 
itable. 

These difficulties have by this time 
been largely overcome. The 1925 
crops were good. Merchandise stocks 

were gradually liquidated and resulted 
_ in lower prices. The volume of busi- 
ness declined, imports decreased, and 
exports increased, so that Germany's 
_ balance of trade has been favorable 
since the beginning of the year. 
The next crop will to a large extent 
_ determine how long the present pres- 
sure will last. Industry, on the other 
hand, will still continue in its process of 
_ adapting itself to the changed condi- 
tions. Whether this adjustment will 
be hampered by a recurrence of the 
searcity of capital will also largely de- 
pend upon the nature of the next 
crop. 

The stabilization period, however, 
may safely be said to have been ended. 
On the other hand, stabilization is by 
no means equivalent to complete re- 

covery. On the contrary, a number of 
= problems still remain to be solved. 
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PRESENT FINANCIAL STATUS 


The volume of production having 
about reached prewar levels in 1925, 
the national surplus for the year has 
been estimated at about equal to that 
of 1913. For the sake of argument, let 
us assume that thisistrue. Converted 
to allow for changes of price and 
territory, this would amount to about 
10,500,000,000 reichsmark to-day. On 
this basis Germany before the war, af- 
ter allowing for a standard of living 
which was not exceptionally high, had 
sufficient means to keep its industrial 
plant on a par with the rest of the world 
and to invest about 1,000,000,000 
reichsmark abroad. How does the 
present situation differ? Reparation 
payments require 1,250,000,000 reichs- 
mark annually, and the Dawes Plan 
provides for a gradual increase up to 
2,500,000,000. Assuming, first, the 
most unfavorable combination of cir- 
cumstances, the situation is about as 
follows: Instead of receiving an annual 
income out of capital investment 
abroad, which amounted to about 
1,000,000,000 reichsmark before the 
war, Germany would be faced with a 
reduction of its surplus of production 
by 3 to 4,000,000,000 reichsmark an- 
nually. Before the war 10 to 11,000- 
000,000 were required for maintenance 
and improvements. These 3 to 4,000,- 
000,000 reichsmark, therefore, would 
amount to about one-third of the total 
annual surplus. The question arises: 
Is the balance sufficient for an indus- 
trial country like Germany to keep its 
industrial plant up to date (which it 
must do if it is to keep on paying 
reparations in the years to come) and 
at the same time maintain 63,000,000 
people on a reasonable standard of 
living? 

The annual surplus is, of course, an 
imaginary figure which is absolutely 
dependent on prices received for com- 
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modities exported. Reparation pay- 
ments, however, are independent of 
such prices and vary only with world 
gold price changes, which would affect 
all countries equally. Unless sub- 
stantial amounts of foreign capital flow 
into Germany, Germany would then, if 
the reparation schedules are going to 
be carried out, pay largely out of the 
surplus of her foreign trade. Germany 
would, therefore, be compelled to offer 
goods in the world’s markets, if neces- 
sary, at declining prices. If foreign 
countries maintain or, in order to pro- 
tect themselves against German com- 
petition, raise their import custom 
duties, Germany would have to lower 
her prices still further. All this would 
tend to reduce the national surplus and 
the question as to how much is essential 
to keep her plant intact and up to date 
would become acute. Germany would 
be compelled to maintain its volume of 
production and unless productive effi- 
ciency can be correspondingly raised, 
or sufficiently wide new markets cre- 
ated, the question arises as to how far it 
is possible to reduce the nation’s stand- 
ard of living without social upheaval. 
As Rathenau once said, “Any transfer 
is technically feasible. It is only a 
question as to how far a country’s 
standard of living can be depressed.” 

While such extremes are not outside 
the realm of possibility they are, in 
my opinion, too pessimistic; yet they 
do represent the views of a number of 
prominent German economists and 
financiers. They presume both that 
the world’s commerce will not grow to 
any considerable extent and that the 
volume of Germany’s production will 
not increase. I am personally con- 
vinced that there are substantial pos- 
sibilities in both directions. 


New MARKETS 


As to new markets, one must bear 
in mind that a considerable part of 


GERMANY’s Economic DEVELOPMENT SINCE THE ARMISTICE 


Germany’s foreign trade before the war 
was with Russia. There is compara- 
tively little business with Russia to-day, 
but it seems to be almost inevitable 
that commercial relations with this 
important country must sooner or 
later revive. In 1924 but slightly more 
than 1 per cent of Germany’s total 
exports went to Russia, asagainst nearly 
nine per cent in 1913. Changes in 
boundaries make an accurate compar- 
ison difficult. Nevertheless Ger- 
many’s Russian trade is certainly less 
than one-fifth of what it was before 
the war. Present reports from 
the Soviet Republic are certainly 
of a rather unfavorable nature, yet 
there is this one fundamental con- 
sideration which must be borne in 
mind. Russia is still predominantly 
an agricultural country. Once her 
political and financial system is stabil- 
ized, it will take but two or three good 
crops in succession to make Russia as 
substantial a buyer as before the war. 

If we can but increase the total vol- 
ume of the world’s trade, the reparation 
question as well as the inter-Allied 
debts will cease to be a problem. The 
productive capacity is present, both 
in Germany and in other countries. 

I have already stated that Germany’s 
labor efficiency is on the increase once 
more; according to latest reports, the 
output per individual laborer in certain 
lines is now in excess of prewar figures. 
Labor-saving devices are being in- 
troduced. American methods of mass 
production are being applied. 

For this new capital is required. 
Germany borrowed substantial 
amounts abroad last year and unless 
there are unforeseen developments, 
she will be able to borrow additional 
amounts at reasonable rates of interest. 
Moreover, her own investment market 
is reviving and is showing increasing 
ability to absorb new issues. 


As Dr. David Friday has recently 
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put it, “Germany is engaged in trans- 
planting the technique of the new in- 
dustrial revolution which has been 
developed in America.’’ One must bear 
in mind the great strides Germany has 
made in the way of reconstruction since 
1918. One must also consider the 
progress toward international eco- 
nomic co-operation which has been 
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achieved in the past few years by im- 
proving international political relations. 
In view of these facts, it seems to me 
that one cannot help but feel rather 
confident about Germany’s future and 
hope that, with the help of foreign 
and principally American capital, the 
remaining difficulties will 
be overcome. 
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The Effect of the Debt Stimation upon Europe’s 


Relations with the United tates 


By Ernest Mrnor Parrterson, Pu.D. 
University of Pennsylvania 


HIS paper is a discussion of the 

inter-ally debts. To some this 
may seem strange since most of these 
debts, or at least those due to the 
United States Government have been 
funded. The rather uncertain status 
that prevailed just after the war has 
been altered. Instead of five per cent 
demand notes that were largely being 
ignored, both as to principal and 
interest, our Treasury now holds a 
series of notes from each of the coun- 
tries. These notes bear different rates 
of interest and mature over a period of 
years through 1987. 

Although these notes have been 
properly signed and delivered there 
are two questions that may be 
raised. 

(1) If these promises can be kept, 

what will be the effect upon 

__Europe’s relations with the 

United States? 

(2) If these promises can be kept 
only in part, what will be the 
effect upon these relations? 

So much is involved that some 
limitations must be set in a brief paper. 
One of these limitations is that we shall 
refer only incidentally to private debts, 
noting primarily the sums due our 
government from various foreign gov- 
ernments. A second limitation is that 
economic considerations will be given 
first place in the discussion with little 
reference to political effects and almost 
none at all to psychological. A third 
limitation is implied by the words we 
have used. We shal! assume that the 
debtors desire to keep their promises 
as signed: that they are willing to pay. 


at 
Tue Stratus Quo 

A brief statement of facts is needed. 
The accounts of our government with 
other governments are numerous and 
intricate. On some items in some of 
the accounts with some countries 
interest has been paid promptly when 
due. For example, this has been done 
regularly by France on the $407,000,000 
of advances for the purchase of war 
supplies. Some payments have been 
made by some countries on account of 
principal. On other items in various 
accounts some countries have paid 
nothing, either as principal or as 
interest. 

Although something has been paid, 
the accumulation of unpaid interest on 
most of the items, when added to the 
principal sums due, has gradually 
increased the total. On November 
15, 1925, principal sums plus accu- 
mulated unpaid interest, as estimated 
by our Treasury Department, amount- 
ed to $12,088,885,809.20. The prin- 
cipal sums due have been considerably 
reduced since that date through the 
debt settlements. 

Next to be stressed is the fact that 
the sums involved are not so enormous 
as to create a serious problem merely 
because of their size. In 1914 the 
people of Great Britain held foreign 
investments usually estimated at 
$20,000,000,000. The French had 
perhaps $7,000,000,000 or $8,000,000,- 
000 and the Germans about the same. 
The difficulties we experience are due 
to four facts: (1) the debts were 
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war in which we participated; (2) they 
are due to our government instead of to 
private investors; (3) the debtor coun- 
tries are experiencing serious economic 
difficulties, some of which will probably 
persist; and (4) the debts were accu- 
mulated within only a few years and 
rapid readjustments to the new situ- 
ation are trying. 

This fourth point needs a little 
elaboration. Payments between coun- 
tries are made chiefly with drafts. 
Behind this mechanism, however, lie 
the significant facts which make the 
use of drafts possible. Commodities are 
passing back and forth in tremendous 
amounts, services are being rendered 
by the people of one country to those 
of another. In 1914 the people of 
Europe owned stocks and bonds of 
American enterprises that gave them 
claims to (say) $300,000,000 a year 
interest, their merchant vessels carried 
practically all of our foreign trade, 
their financiers rendered us numerous 
services for which we paid them com- 
missions and we traveled extensively 
abroad. These so-called “invisible” 
items against us were offset in part by 
a number of similar items in our favor, 
but the net result was that we were 
sending out commodities whose value 
was about $500,000,000 greater than 
the value of those imported in order to 
keep the situation in balance. With a 


as sweeping change from this debtor 


position to that of creditor large 
amounts are now due us. Trade 
balances running one way must now 


_ quickly be reversed. Time would be a 
_ great help if it were available, but a 


quick reversal brings acute problems 


for both debtors and creditors. 
Next to be noted is that Europe’s 


economic troubles are often stated 


inaccurately. The former belligerents 


are not in distress because the war 


destroyed vast quantities of accu- 
mulated wealth. Some accumula- 
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tions were destroyed particularly in 
the areas of active fighting, but these 
losses have been largely replaced. The 
war was fought chiefly with current 
income and the economic difficulties 
since 1919 may be summarized under 
two headings. 


New Desror-Crepitror RELATIONS 


First. A new set of debtor-credi- 
tor relationships exists. Within each 
country the old creditor classes were 
largely eliminated and at the same time 
new debts were created in vast amounts. 
Banks increased their note issues and 
deposit liabilities. Corporations put 
out more stocks and bonds while 
governments already heavily burdened 
with debts found their obligations 
many times larger. 

But these changes were external as 
well as internal. The people of Eng- 
land during the war disposed of many 
of their foreign securities and through 
their government contracted foreign 
obligations to us amounting to some 
$4,600,000,000. The French lost 
many of their foreign investments, 
partly through sale and partly through 
repudiation, and in addition borrowed 
from the United States and from Great 
Britain. The Italians had few foreign 
investments to lose but they could and 
did assume heavy debts abroad. The 
Germans by 1924 had lost about three- 
fourths of their foreign holdings and 
have become obligated through rep- 
aration promises and through pri- 
vate borrowings abroad, to pay large 
amounts to the governments and peo- 
ple of other countries. 

Since payments by debtors to credi- 
tors are in the last analysis paid with 
goods and services, these new relation- 
ships have put world economic or- 
ganization under a terrific strain. 
Within each country many who were 
formerly creditors have found them- 
selves in poverty and in addition 
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y in subject to heavy taxes direct or in- 
hese direct. Old age, physical incapacity, 
The , and lack of training have not been 
rent sufficient excuses. Governments over- 
Ities burdened with debts have been com- 
nder pelled to impose terrific burdens of 
taxation which have been potent 
' causes of social unrest. Unable to 
- raise adequate sums by taxes, inflation 
‘edi- and in a number of instances outright 
-ach repudiation have been resorted to. 
vere External payments referred to have 
ime also brought a strain. The countries 
ints. mentioned as well as others, have for 
and many decades been importing more 
put : than they exported. Their economic 
hile systems were organized to permit the 
ned importation of food and raw materials 
ions and the exportation of finished prod- 
ucts. The merchandise balance was 
las ? regularly an excess of imports, the 
ing- \ difference each year being made up by 
any | certain invisible items such as the 
ugh earnings of the merchant marine and 
“ign expenditures of tourists. 
yme These new debts call for a tremen- 
lost dous reversal of trade balances. The 
nts, United States has now become a credi- 
ugh tor and will presumably in time have an 
wed import balance. England is under 
eat} pressure to lessen her import balance 
ign and perhaps change it to an export 
and balance. The other countries are being 
The driven to export more than they import. 
ree- 
and TO TRADE BALANCE 
ep- REVERSAL 
pri- This suggests the second of the two 
rge economic difficulties in the post-war 
e0- period, i.e. the obstacles to such a 
reversal of trade movements. These 
di- obstacles are many. Each country’s 
ith internal organization must be read- 
on- < justed. The people of each country 
or- | either must import less or export more 
in. or more likely import more and export 
ere still more. Of what they produce a 
‘m- , considerable amount must be exported, 
ion lessening what they have available 
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for themselves, unless their total prod- = 
uct can be increased enough to off- 
set it. 

This strain of readjustment, perhaps _ 
accompanied by lowered standards of _ 
living, has been made worse by other __ 
influences. Inflationhasbeenfollowed 
by deflation as in Germany and to a 
less degree in England. Inflation has 
beencontinued asin Italyandin France 
with crisis and readjustment still to _ 
come. National feeling, always strong, 
was intensified by the war, and has : 
prevented the free acceptance in many _ 
countries of goods and services from 
other countries. Tariff barriers have _ 
been raised still higher by the older | 
countries (including the United States) | 
and new countries have felt constrained 
to follow the same policy. Amerchant _ 
fleet that formerly earned $250,000,000 
a year changes hands at the end of the | 
war and thus lowers German capacity 
at least foratime. The British marine oa 
faces competition in a world whose _ 
ship tonnage is far greater than in 1914 
but whose carrying trade is far less. 
In every direction there are readjust- — 
ments to be made, but everywhere the 
obstacles to such adjustments are 
numerous and obstinate. 

These difficulties have by themselves 
been insuperable and to them have been 
added political and psychological prob- 
lems that have been still worse. Ob- 
stacles to actual payments have been 
too great, but there have been a series 
of efforts at solution. One has been 
the attempt to bring Russia into line 
first by military force and later by 
economic pressure. We know the 
outcome of tragedy in Russia with 
nothing gained by the Western World 
but an opportunity to relieve Russian 
suffering, for a part of which the West 
was itself to blame. 

Then there was the futile attempt to 
collect huge sums from the Central 
Powers. One result to date has been 


the complete economic breakdown of 
Austria, a twenty-year moratorium on 
her reparation payments, and a loan 
from the Western Powers to assist her 
reconstruction. Even with this relief 
her economic condition in the last year 
has been so serious that a special 
committee from the League of Nations 
was appointed to survey her problems. 
Their report is a recital of the disasters 
of the past, of suffering in the present 
and of hopes for the future. 

It would be useless to refer to the 


- catastrophe in Germany were not so 


many people still fondly hoping that 
the Germans will in some mysterious 
fashion pay for the war. Fortunately 
there is no need to recount again the 


i _ disasters in Germany from 1921 to 


1923. In that country, too, there was 
a collapse. Again her creditor came to 
the rescue with the Dawes Plan and a 
loan. A moratorium, an advance of a 
billion marks to the government and 
huge private loans to states, municipal- 
ities and private corporations followed. 
The result to date has been a revival of 


economic activity followed by a re- 


rowed money. 


action during the past winter when 


conditions were nearly though not 
quite so bad as two yearsago. Pay- 
ments on reparation account have been 
made to date but chiefly out of bor- 
We still leave the 


a picturing of a rosy future to those 


incorrigible optimists who believe that 


_ the only way to collect a debt is to lend 
additional funds to one’s debtor. 


Collection from the Central Powers 


~ has not been conspicuously successful 


to date and their present condition 
is not encourgaing. How about the 
Allies? Friends of the present régime 
in Italy seem confident of her economic 
stability. But the outsider observes 
that the note issues of her banks are 
gradually increasing; that wholesale 
prices and the cost of living are per- 


trade is becoming more unfavorable; 
that the lire, which was held for a time 
at 4.40 and then at 4.02 only with 
great effort, is now rapidly falling. 

As friends of France we must and do 
sympathize with her troubles, except 
of course when we are discussing her 
indebtedness to us. Superficial ob- 
servers have passed harsh judgment 
upon her, but would have been at a loss 
to suggest financial policies radically 
different from the ones she has followed. 
After months of parliamentary struggle 
over her budget a fictitious balance has 
been secured. In the meantime in- 
flation continues, note issues are in- 
creasing, prices are rising, the franc is 
falling. As yet her path is tragically 
like that followed by Germany. If she 
travels much longer in the same direc- 
tion the outcome may be the same. 
Even if a miraculous remedy is applied, 
a terrible business crisis must come 
with its attendant failures, unemploy- 
ment, suffering and perhaps serious 
unrest. 

Are conditions better in England? 
As this is being written a general strike 
is starting. Bad as are conditions on 
the Continent the British situation is 
far worse. For fifty years the diffi- 
culties have been growing, but the 
fundamental weaknesses have become 
generally apparent only since the war. 
Dependent on the outside world for 
two-thirds of her food, most of her 
materials and for markets, with a 
rapidly growing population but with 
stagnant trade, her markets for coal 
curtailed, her shipping idle, she is in a 
more serious condition than her neigh- 
bors. More serious because her prob- 
lems are not the temporary gnes of 
inflation and debts but of a more basic 
and permanent nature. 

The need for food is fundamental. 
With a growing population British 
food imports have been maintained. 
In fact, they are larger than in 1913, 
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higher price level. But her imports of 
raw materials and her exports of manu- 
factured products are less than prewar 
when similarly measured. Thus ex- 
ports of manufactured products were in 
1925 only about eighty per cent of 
prewar. Shipping under construction 
is only a little more than twenty-five 
per cent of that in 1921 and slightly 
over forty per cent of that in 1918. 
Exports of coal in 1925 were only about 
seventy per cent of those in 1913. 
Output of pig iron last year was sixty 
per cent of 1913 and exports about 
seventy-five per cent of 1913. 

Britain’s financial virtue has been 
beyond reproach, but in this case as in 
many others virtue must be its own 
reward. Restoration of the pound to 
par and the faithful meeting of all her 
obligations have intensified the diffi- 
culties. Like other countries Great 
Britain should have an export balance 
at least with invisible items included. 
Instead her import balance on mer- 
chandise account is larger than ever 
and is rapidly increasing and her 
shipping income is declining. Her 
income available for investment over- 
seas which was £153,000,000 in 1923 
was £63,000,000 in 1924 and only 
£28,000,000 in 1925. Great Britain is 
living on her capital. The present 
industrial crisis is not to be interpreted 
in the usual limited way as friction 
between employer and employe in a 
single industry or even in a small group 
of industries. It is a gigantic struggle 
precipitated by the tremendous na- 
tional strain. 


AVAILABLE Montes 


And it is from this group of countries 
that we propose to collect huge sums at 
the rate of about $210,000,000 a year 
at the present and increasing later to 
some $425,000,000 per year. Let us 
ignore what may happen fifty to sixty 
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years from now, frankly acknowl 
edging we do not know. Another — 
great war may ruin the world or an- 
other industrial revolution may bring _ 
prosperity. But what isjust ahead? 
Of the 200,000,000 odd dollars that — ae 
we propose to secure in the early years | 
about $165,000,000 or nearly eighty © 
per cent is tocome from England which 
is to date making payments promptly. 
How many of the utterances of the _ 
British Chancellor of the Exchequer _ 
are for political effect we cannot be 
sure, but with the strain so serious, not _ 
merely because of temporary causes 
but for fundamental reasons, further 
adjustments seem inevitable and that 
very soon. 
Second is France, listed for $30,000,- 
000 (or $10,000,000 more than present _ 
payments). Her money is plunging © 
downward in the world’s markets and 
no one in France or abroad has a defi- 
nite plan for her adoption. Pious 
admonitions to curtail expenses and to _ 
balance her budget are pitifully inade- _ 
quate. Last year’s budget deficit was 
five billion francs to which another 
twelve billion franc deficit must be | 
added because of maturing loans which _ 
could not be funded, making a total 
treasury deficit of seventeen billion | 
francs. Does any one imagine that — 
France can really increase her foreign 
payments under such circumstances? _ 
We ask nearly $6,000,000 from 
Poland, whose financial and economic 
fabric is tottering while Russialookson __ 
presumably watching for the favorable _ 
opportunity that may be near at hand. 
Italy is to pay $5,000,000 for a few 
years and then larger sums. The | 
amount looks small but toa poorcoun- 
try whose people increase in numbers 
at the rate of nearly 500,000 per year, 
the sum is large. The British House of 
Lords has succumbed to propaganda in 
favor of birth control, but Mussolini 
has declared that the Italians are a 
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prolific race and will remain so. Italy’s 
forty millions will find even the $5,000,- 
000 each year a difficult task, especially 
if they attempt payments to Great 
Britain at the same time. 


How rue U. S. Is Errectep 


And what are the people of the 
United States doing? We have firmly 
announced that the principal amounts 
due our government must be paid and 
almost in the same breath have de- 
clared that we shall interpose every 
conceivable obstacle to payment. 
Only with commodities and services 
can these payments be effected. If we 
want payment we surely ought to be 
consistent and at least work out some 
plan for receiving whatever can be 
offered. Instead of this we have 
raised tariff barriers indiscriminately 
to the highest level in our history. We 
have built a merchant marine and even 
consider subsidizing it because we 
prefer to render this particular service 
to ourselves. We keep out foreigners 
who might work for us and remit some- 
thing to Europe that would ease the 
strain. We wish our own financiers to 
pocket commissions rather than have 
them earned in London or in Paris. We 
take pride in expanding our exports 
but look with more or less regret upon a 
growth in imports. Ignoring for the 
moment the wisdom of any one of 
these policies notice their inconsistency. 

And what results have we secured? 
Just about what might be expected. 
Results are mixed. Certain payments 
are being made by certain foreign 
governments to our government. But 
with the exception of Great Britain 
these payments to date are small. And, 
also with the exception of Great 
Britain, the countries making the 
payments are borrowing the funds 
with which to do it. In some cases the 
funds are borrowed by the foreign 
government. Even though debt pay- 
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ments cannot be directly traced to 
these funds the borrowing. govern- 
ments at least have an increased supply 
of dollars and are indirectly helped. In 
many cases the borrowing parties are 
not the central governments, but state 
and local governments and private 
corporations. But no matter how 
borrowed, these funds are an increased 
supply of dollars and lessen the tension 
on the exchanges. 

That the burden of making the 
proposed payments is important for the 
debtors seems clear. It will add 
appreciably to their taxation and funds 
raised will be difficult to transfer. But 
that is the debtors’ side. How about 
the creditor? Will the United States 
feel the strain? 

To date we have experienced no 
difficulty although Great Britain is 
regularly meeting its obligations. But 
this is easily explained. In spite of 
British payments the movement of 
goods has been outward. What the 
British and afew others have paid has 
been far more than offset by additional 
loans floated in the United States. As 
credits here become exhausted new 
loans are floated and the outward flow 
of goods is maintained. 

Yet this has certain limits. The 
amount of interest and dividends due 
each year will become larger and the 
pressure of incoming payments will 
perhaps be so great that it cannot 
easily be offset by new loans. If these 
payments are actually made—and this 
has been our assumption—we must 
accept goods and services of a value 
larger than that of our exported goods 
and services. We shall have an im- 
port balance of trade. 

But what of it? Is this necessarily 
a bad thing for us? Not atall. If the 
change does not come too abruptly or if 
the incoming commodities and services 
do not compete too closely with our 
own output, the strain should not be 
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serious. The actual amount involved 
js not so large a percentage of our total 
trade as to be important. Moreover 
the war ended seven and one-half years 
ago and payments are to increase 
gradually. 

But our optimism on this point 
should be tempered. In addition to 
the public debts we are considering 
there is the interest due on other 
foreign loans now said to amount to 
over $10,000,000,000. This means 
$500,000,000 or $600,000,000 each year 
in addition to the amounts due our 
government or a total of $700,000,000 
or $800,000,000, instead of the smaller 
amount we have been discussing. 

Then, too, trade may not be thought 
of as buying and selling things in 
general. Some have argued that the 
amounts are after all only moderate 
and can be readily handled with in- 
visible items and by triangular trade. 
But trade is the purchase and sale of 
things in particular and there is the 
chance that growing imports may be 
heavily concentrated in some one 
commodity. Not long ago the Na- 
tional Industrial Conference Board 
stated that nearly sixty per cent of our 
agricultural imports in 1925 were in 
direct competition with the products of 
the American farm. 

Suppose that foreigners were to 
concentrate their payments particular- 
ly as freight services. Our merchant 
marine would suffer unless generously 
subsidized and a subsidy could do 
nothing more than force payments to 
appear in some other direction. In all 
probability there will be an embar- 
rassing concentration of payments in 
certain fields. It is quite likely that 
we shall have difficulties. 

How can we avoid them? Perhaps 
it will be well to remember that to this 
point we have assumed that our debtors 


are willing to pay and that they will do 
so in spite of the strain on themselves. 
But such assumptions are sweeping. 
There are many reasons for doubting 
that the payments will be made joy- 
fully and as yet there has been no real 
test of capacity. Let us remember 
that no large payments have been 
received except from England and that 
her distress is increasing. 

It seems likely that several things 
will happen. One is that we shall 
continue our policy of interfering with 
payments. There is nothing to indi- 
cate that our tariffs are to be lowered 
and we are still enthusiastic over an 
American merchant marine. Another 
probability is that of further reductions 
in the amounts we attempt to collect. 
It will certainly be very surprising if 
many of the debt settlements are not 
reopened, with a view to readjust- 
ments. As the total amount of our 
private foreign investment increases 
the strain of making payments will 
grow and something must yield. There 
are reasons for suspecting that govern- 
ment rather than private loans will 
first be reduced. 

Finally it is likely that in spite of 
reductions in public debts and perhaps 
of default and repudiation on many of 
the private ones, it will be impossible 
to avoid distress for some of our indus- 
tries. Tariffs, subsidies and other 
devices will be insufficient to prevent a 
change of our export balance to an 
import balance. Even Senator Smoot’s 
mild statement to the effect that we 
may never collect the principal of our 
foreign loans and that we may regu- 
larly reinvest the interest does not 
fully meet the situation. Our imports 
will probably gain. And as they do 
there will be enough concentration in 
certain commodities and services to 


cause real distress. 
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Problems Involved in the Settlement of 


By Hon. Norman H. Davis 
hug Former Under Secretary of State 


HERE are few, if any, subjects of 

greater interest and importance 
to-day than that of “The Effect of the 
Debt Situation upon Europe’s Rela- 
tions with the United States.” The 
size of the debts, the conditions under 
which they were contracted, and the 
extent to which trade and commerce 
must respond if the settlements are to 
be carried out, raise questions of the 
greatest importance. The political 
and economic factors that are involved 
are of such a nature as to have a con- 
siderable bearing upon international 
understanding and good will and upon 
the economic life and welfare of the 
peoples and nations concerned. There 
are not only the questions to be con- 
sidered as to whether the settlements 
arrived at can and should be carried 
out, but also as to what effect the ful- 
fillment or non-fulfillment of those 
agreements will have upon the political 
relationships and the economic struc- 
ture of the debtor and creditor nations. 
The ability and the willingness of the 
debtor nations to pay, and the desire 
of the United States to be paid, and 
her willingness to do what is necessary 
to facilitate payment, are matters that 
must be considered. 

The funds required to make the pay- 
ments called for must in the last analy- 
sis be obtained by the debtor nations 
from the sale of their goods and serv- 
ices in excess of the goods and services 
they take from others. If, therefore, 
such payments are to be facilitated 
and effected, the governments that 
are to make and to receive payments 


must adopt policies that accommo- 
date themselves to economic laws 
and to such a flow of imternational 
trade and commerce as will result in 
the creation of the funds necessary to 
be transferred in payment. 


ProspLemM or GERMAN REPARATIONS 


The same elements, or factors, that 
enter into the payment of Allied debts 
exist in the payment of German repara- 
tions. I happened to be a member of 
the Reparations Commission at the 
Paris Peace Conference. Reparations 
was then a comparatively new subject 
to me, and to the other members of the 
Commission. 
such a magnitude that there were few, 
if any, adequate precedents to guide us 
in seeking a solution. It had been 
many years since the nations had had 
any experience with regard to the im- 
position and collection of huge indem- 
nities, and there were two schools of 
thought at the Peace Conference with 
regard to what could or should be done. 
One group believed there was no limit 
to what Germany could pay through 
increased production and decreased 
consumption, and frowned upon any 
suggestion that Germany’s ability to 
pay must also be measured by the 
willingness and the ability of the Allied 
Powers to take enough German goods 
and services to receive payment. 
There were others who foresaw the 
limitations imposed by economic laws, 
as well as by the fiscal and foreign 
policies that the respective nations 
might adopt. 
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We were, therefore, unable to agree 
upon the fixation of a definite sum and 
consequently had to compromise by 
agreeing to set up a machine, known 
as the Reparations Commission, which 
should from time to time regulate the 
demands made upon Germany in ac- 
cordance with her sincere efforts and 
her ability to meet them. While it 
was then impossible to get much con- 
sideration of the other side of the prob- 
lem, namely, the willingness and the 
ability of the Allied Powers to take 
sufficient German goods and services to 
make it possible to receive the pay- 
ments they desired, — this necessarily 
became a determining factor. One 
hundred billion dollars was the sum 
talked of at the beginning as to what 
Germany could and should pay, but I, 
for one, was unwilling to be a party to 
the perpetration of such a historic joke 
as to make a demand for the payment 
of an indemnity of that size. 

As you are aware, reparations has 
since then been going through repeated 
processes marked by progressive steps 
leading to more enlightenment. The 
Reparations Commission was not able 
to accomplish what it was supposed to 
do, and that was largely due to the fact 
that the United States did not ratify 
the Treaty of Versailles and designate 
an official member of the Reparations 
Commission. The compromise that was 
made and that provided for setting up 
the Reparations Commission was based 
upon the understanding that the United 
States, which had no important inter- 
est in collecting reparations, should in 
effect be the arbiter, or judge, as to 
what demands should from time to 
time be made upon Germany, and the 
Treaty accordingly provided that upon 
the most important questions the 
Reparations Commission must act by 
unanimous vote. The American dele- 
gates at the Peace Conference felt 
that so long as the Allies confined 


their demands upon Germany to 
what Germany could pay, it was not an 
affair of ours. We felt, however, that 
it would become a matter of concern 
to us if attempts were made to collect 
in excess of Germany’s capacity to pay 
and the capacity of the outside world 
to receive payment, because that would 
result in a serious disturbance of politi- 
cal and economic conditions which 
would affect us adversely. 

Since the United States failed to 
ratify the Treaty of Versailles and to 
appoint an Gfficial member on the 
Reparations Commission, our official 
voice and mediating influence could 
not be directed towards the working 
out of the plan as contemplated. Con- 
troversies arose that menaced the 
political relationships particularly be- 
tween France and Germany, and the 
situation became so threatening that 
the Dawes Commission was finally ap- 
pointed to find a solution, and this 
Commission succeeded in working out 
a most admirable plan. 

While the settlement arrived at 
under the Dawes Plan may not be 
definitive, it removed some of the chief 
obstacles to a constructive working 
out of the problem in the future. The 
chief merit of the plan is that it estab- 
lishes an index that makes it possible 
to determine the extent to which Ger- 
many may produce goods and serviges 
in excess of her home canine, 
and the extent to which the creditor 
nations are willing and able to take 
Germany’s goods and services in pay- 
ment of the installments provided for 
under the plan. In other words, if 
German production is sufficient to 
produce sufficient German currency to 
meet her requirements under the plan 
and it is impossible to convert this 
currency into gold, or foreign cur- 
rencies, to make the foreign payments 
required, without breaking German 
exchange, then it is apparent that the 
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outside world is unwilling, or unable 
to take goods and services from Ger- 
many to the extent necessary to meet 
such payments, and that demands for 
payment must be regulated accordingly. 


INTERGOVERNMENTAL DEBTS 


~ Weare, in my opinion, going through 
a somewhat similar process in an effort 
to get at the facts and a solution of the 
intergovernmental debts. It is evident 
that the officials of the Academy of 
Political and Social Science would not 
have invited discussions on “* The Effect 
of the Debt Situation upon Europe's 
Relations with the United States’’ if 
they did not entertain the belief that 
those settlements are not final and that 
there are still questions at issue which 
are of such great importance as to 
demand our most earnest thought and 
consideration. 

The people of Europe have a feeling 
that we should forgive those debts. 
The people of the United States evi- 
dently feel, at least in so far as their 
views are represented by Congress, that 
there is no reason why the Allied Pow- 
ers should not pay to the extent of their 
ability to do so. My understanding is 
that the settlements arrived at have 
been based primarily upon estimates 
of the capacity of the Allies to pay, 
and that little consideration has been 
given to the ability, or the willingness, 
of the United States to take sufficient 
goods and services from abroad to per- 
mit the transfer of the funds necessary 
to receive payment. 

Assuming that the Allies can and 
should pay, in accordance with their 
agreements, it will be very difficult, if 
not impossible, for them to do so unless 
they are at peace and at work, and 
unless the United States acts as an 
intelligent creditor and facilitates the 
importation of sufficient goods to 
permit the transfer of the funds re- 

quired to make the payments. It does 
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seem rather absurd, however, for us to 
be talking so much about what Euro- 
pean governments can pay us when 


so much more than they are paying to 
Instead of taking their goods in 
payment, we have, during the last 
five years, actually sent to Europe 
about $9,000,000,000 or $10,000,000,- 
000 through the purchase of foreign se- 
curities, or practically twice as much as 
the capital sum due our government as 
represented by the recent settlements. 
The huge sums that we have thus sent 
abroad have been used for restoring the 
economic life of the debtor nations and 
for paying for their purchases from us. 
To a very small extent the sums thus 
received from our investors have been 
used to apply on their indebtedness to 
our government. The funds received 
by Europe from private American in- 
vestors have simply increased the 
amount of goods and services that we 
must ultimately take from abroad in 
payment of what is due our govern- 
ment and our private investors. 

Aside from the economic problems 
that exist and the economic readjust- 
ments that must be made, there are 
difficult and delicate political questions 
to be taken into account. Our govern- 
ment has acted on the theory that it is 
most important to maintain inter- 
national credit, and that, while reduc- 
tions may be made in the interest to be 
collected, there should not be a can- 
cellation of the capital sum due to us. 
In making reductions in the rate of 
interest we have in effect cancelled 
something like fifty per cent of the 
debts due to us, but we are not getting 
the credit from our debtors for having 
made such liberal reductions because 
we are trying to give the impression at 
home that we are not cancelling any- 
thing. We are, therefore, held up as 
the Shylock of the world and are incur- 
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our bankers and investors are advanc- _ 
ing to them, or investing in Europe, 


ag 
re 
: 
5 
> 
= 
\ 
j 


ring the ill will of those to whom we 
have endeavored to be liberal and fair. 
That, of course, is unfortunate, and 
unless steps are taken to do so, it is not 
likely that this ill will will diminish 
during the sixty-two years in which 
the foreign governments are to be mak- 
ing payments to us. One dangerous 
aspect of the question is that the 
ministers of finance in the countries 
indebted to us are inclined to tell their 
people that their taxes cannot be re- 
duced because they have to pay the 
United States, and in the United States 
there is apt to be, as there has recently 
been, a tendency on the part of the 
administration in power to mislead the 
American people and promise them 
further tax reductions in years to come 
from what will be collected from the 
foreign ee nts under the wise 
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debt settlements that have been made. 
I myself believe that it is important 
to maintain international credit, and 


that the United States has every right 


to collect those debts to the extent that 


our debtors can pay, and to the extent — 
that we may desire to receive payment. — 


On the other hand, I would like to see a — | eee 


meeting of the minds of the people of 


the debtor and creditor nations that | : 


would result in settlements that are so 


practical and reasonable as to justify _ 


themselves. After all, these debts are 


not worth anything like so much as | 


international good will and interna- 


tional peace and prosperity, and I am © 
more concerned about settlements that __ 


would prevent the United States from 
being called upon in another war to re- 


peat the process of financing nations __ 


with which we in war. 
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HE signing of the recent agree- 
ment with France marks the 
settlement of the last large debt due 
to the American government from for- 
eign governments. It virtually brings 
to a close a long series of negotiations 
with more than a dozen different coun- 
tries, which has been going on for over 
three years. The various settlements, 
taken as a whole, call for a very large 
and increasing volume of payments to 
this country. In 1925 these payments 
amounted to $187,000,000, and in the 
present year will be over $200,000,000. 
In 1927, if the scheduled receipts from 
Germany are included,' they will come 
to $235,000,000; by 1935 they will have 
grown to nearly $300,000,000; and by 
1945 they will be about $360,000,000. 
Thereafter they increase slowly ? until 
the 1980’s, when all the debts will 
expire. 

It is by no means clear that sums of 
any such magnitude as these can be 
raised continuously in the debtor coun- 
tries, or be transferred successfully. 
But the question of internal and ex- 
ternal financial capacity, to which 
Dr. Patterson has already referred, 
is not one that I wish to go in to here. 
Assuming that the required amounts 
ean actually be obtained and trans- 


! The United States is to get 244 per cent of 
the Dawes plan receipts, but not over $10,750,000 
a year. In addition, for costs of the army of 
occupation, we get $13,050,000 a year until 
$240,000,000 is paid. 

? Payments on the Italian and the Jugo- 
Slavian debts, unlike the others, increase at 
intervals throughout the entire period. Our 
maximum annual receipts on all accounts, com- 
ss img in the 1980's, will be about $425,000,000. 


Columbia University 


pr The Effect of the Debt Settlements on the Trade 
Balance of the United States 


ferred, there remains the problem of 
the effects which the transfers will 
produce upon American foreign trade 
and upon industry and commerce 
within our own borders. 

At first glance, it seems reasonable 
to expect that the transfers will seri- 
ously disturb our trade relations with 
Europe, and that a good deal of dis- 
tress in our domestic industry and com- 
merce will result. The mere size of 
the figures involved gives pause. 
Grave fears have been expressed, for 
example, that the United States will be 
flooded with cheap European com- 
modities, which will end the supremacy 
of American manufactures in their 
home markets; and that we will find 
our thriving export trade seriously 
crippled. But these fears are at the 
least exaggerated, and to some extent 
are based upon an erroneous concep- 
tion of the situation. 

It is quite true that the debt pay- 
ments have altered our commodity 
balance of trade, and will continue to 
alter it, relative to the position it would 
otherwise have occupied; and in what 
is ordinarily called an “‘unfavorable” 
sense. To judge from the history of 
the last few years, there is no important 
way other than the movement of com- 
modities by which we can ourselves 
receive the payments. For the move- 
ment of capital on private account is 
beginning to show a net surplus of 
credits in our international balance— 
instead of a persisting debit, which 
could have been offset against the debt 
payments to the American govern- 
ments; and the other invisible items 
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in the balance are relatively stable. 
Our commodity imports must there- 
_ fore be increased relative to our exports. 
If our exports continue to increase, 


cent of our present volume of importa- — 
tion. 
form of a decrease in exports, imports _ 
remaining the same, the decrease would 


If there were received in the 


Net Batances or AMERICAN INTERNATIONAL PayMENTS, 1919-1925 ® 


Plus sign: net credit. Minus sign: net debit. 
1 2 3 + 5 6 
Merchan- | Silver and (Other Now| of | Capital Unac- 
dise Other capital Cols. 1, 2, 3 Move- counted 
ble Currency Items > ments ¢ for 4 
eri- 
vith +4,016 | +403 —557 | +8,862| —2,780| —1,082 
dis- +2,950 79 —757 | +2,972| -1,199| —1,143 
om- +1,976 —778 — 667 +531 —759 +228 
of +754 | —246 —693 —185 —303 | +488 
use. +389 — 246 —768 — 625 +473 +119 
+970| —847 —149 —63| +212 
“a +666 | +106 —928 —156 +92 +64 
om- * Data from U. S. Department of Commerce, Trade Information Bulletin No. 399. 
acy b Net combined balances of freight charges, immigrants’ remittances, relief, and tourists’ expendi- 
i tures. 
7 ¢ Includes payments to U. S. Government. 
" 4 Obtained by reversing signs in col. 5, and then subtracting col. 4 
‘tea 
tent | ‘imports must increase even more. In be only four and one-half per cent of our 
cep- so far as this happens, our industry and _ present volume of exportation. If in- 
} commerce will evidently be influenced. stead, as is more probable, the effects 
pay- But the effect will be slight; so slight are divided between exports and im- 
dity that it will probably fail to attract any ports, the change in each will amount 
ta immediate attention whatsoever, and _ to only two or three per cent. These 
cull so slight that it will not be of substan- changes are not large enough to be 
all tial importance in the economic life of significant, and their direct effects will 
ble? 4 the country at large. Nor is it likely hardly be appreciable. They are 
— that our direct trade relationships with smaller than the annual changes which 
tant Europe will be influenced adversely. the ordinary fluctuations of foreign 
sonal In the first place, large though the _ trade produce under normal conditions; 
vel scheduled annual payments are, they and they are also smaller than the 
oun will make up only a small fraction of fluctuations of the trade balance in any 
ot our total commodity exports and im- year since the war.’ Even if the pay- 
ain ‘ports, and a still smaller fraction of our ments were concentrated on only a few 
aol aggregate international transactions. commodities, their volume in the im- 
hich If the entire payments for the year mediate future will be less than merely 
debt 1927—$235,000,000—were received in the recent annual fluctuations in our 
rman the form of an increase in imports, the four principal imports, or in our three 
tems 3 See the table. 


| increase would be only about five per 
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principal exports. These considera- 
tions indicate, incidentally, the point- 
lessness of demanding a general rise in 
the tariff because of the anticipated 
evil results of the debt receipts. Apart 
from the logical contradiction possibly 
involved, the relative importance of 
the receipts to American industry 
makes any such procedure needless. 
In the second place, it is unlikely 
that the change in our trade balance 
will produce any very great effect, of 
an injurious character, upon our trade 
with Europe. Europe receives a little 
over fifty per cent of our exports, but 
provides only thirty per cent of our im- 
ports. Of the exports to Europe, about 
seventy per cent are raw materials and 
foodstuffs. The more important ones 
among them have a world market, 
however, and are not especially subject 
to a marked increase in local competi- 
tion in the European markets. Of our 
imports from Europe, on the other 
hand, about sixty-five per cent are 
manufactured goods. But the opera- 
tion of the American protective tariff 
makes it unlikely that any large and 
sudden increase in these imports will 
take place, of a sort harmful to Ameri- 
can manufacturers. Our direct trade 
with Europe, in other words, runs in 
comparatively inflexible channels, and 
will not be easily disturbed by the forces 
to which the debt payment may give 
rise. What is much more likely to 
happen is that a triangular adjustment 
will be developed. In so far as the pay- 
ments are effectively transferred by 
means of changes in the commodity 
balance of trade, European exports as 
a whole will increase relatively, it is 
true; and our imports, as a whole, will 
also increase relatively. But these 
increases will not come, in the main, 
in the direct trade between the United 
States and Europe. They will come in 
Europe’s exports of manufactures to 
the economically less developed coun- 


tries of the world, rather than to the 
United States; and they will come in 
our imports of raw materials from 
those same countries—imports which 
we are only too anxious to get—rather 
than in our imports of competing 
European manufactures. As_ time 
goes on, the American producers of 
manufactured articles will suffer from 
increased European competition in 
neutral markets; and certain American 
producers of raw materials may also 
meet increased competition at home. 
But our trade with Europe itself will 
not be greatly affected. It is therefore 
unlikely that the debt transfers will 
exert any serious adverse influence 
upon our general economic relations 
with Europe. 

Finally, we are already receiving 
debt payments of considerable volume, 
and have been doing so for the past 
four years. A large part of the neces- 
sary trade adjustments have therefore 
already been made. That they have 
not been very serious is indicated by 
the fact that our exports have increased 
steadily; and that although our im- 
ports have also increased, there is little 
evidence of injurious European com- 
petition in our own markets. Further 
adjustments in the course of our for- 
eign trade, of a sort that can be attrib- 
uted directly to the debt payments, 
will occur only in so far as the rate of 
payments increases. But the sched- 
uled increases are so gradual, and are 
spread out over so many years, that no 
abrupt and serious disturbances need 
be anticipated. 

Taking the situation as a whole, 
therefore, it seems improbable that 
the effects of the transfers upon Ameri- 
can commerce and industry will either 
be very marked, or even very notice- 
able. They are likely to work them- 
selves out in a variety of apparently 
unrelated ways, and to be buried under 
the much larger fluctuations of busi- 
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ness in general. They now form only 
five per cent of the present revenues of 
the government,‘ and less than one 
per cent of the volume of our bank 
deposits, so that even their direct 
financial consequences will not be 
great. 

It is of course true, as already re- 
marked, that they will cause the com- 
modity balance of trade to be less 
“favorable” than it would otherwise 
have been. To this fact a good deal of 
importance is sometimes attached. 
But even here the effects of the trans- 
fers will be much less important than 
the similar effects of changes in others 
of the so-called invisible items, espe- 
cially the international movement of 
capital on private account. First, in 
the years since the war the invest- 
ment of new American capital abroad 
has been very heavy, averaging around 
$1,000,000,000 annually; and this has 
had the effect of increasing our export 
surplus roughly to correspond, relative 
to the sizes it would otherwise have 
attained. But it is most improbable 
that the outflow will continue long at 
its present volume. Second, the net 

‘They make about 25 per cent of the charges 


for the public debt, but the debt charges are only 
271% per cent of our total government outlay. 
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return movement of interest and prof- 
its and amortization payments is 
growing steadily, and would exceed 
the present rate of new investment in 
less than twelve years. The aggregate 
net movement of private capital would 
then turn inward instead of outward, 
and would cause the favorable trade 
balance to diminish instead of increase. 
Finally, this change in the net move- 
ment of American foreign-investment 
capital is being accentuated by the 
large and growing volume of other 
credits in the private capital account, 
chiefly the sale of American-owned 
securities to foreigners.5 Even with 
allowance for the other invisible items, 
which show a large but relatively 
stable debit, and quite apart from the 
inter-governmental debt payments, our 
trade balance would therefore probably 
turn “‘unfavorable” in any event in 
about twenty years. The debt pay- 
ments will only serve to push forward 
a few years the inevitable time when 
the reversal of the trade balance will 
become a permanent characteristic 
of our international economic life. 


5 See col. 5 of the table on p. 39. This column 
includes payments to the American Government 
amounting in 1924 to 196,000,000, and in 
to $187,000,000. 
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N a Labor Day statement issued in 
1925, I appealed for lenience to- 

_ wards our European debtors. In that 
address, I pointed out that the policy of 


- penny from Europe would lead to huge 
- annual payments, and that in the long 
run these payments could only be made 
by our debtors exporting huge quanti- 
ties of manufactured goods. I made 
ae clear that under such an insistence a 
m= part of these goods would reach 
_ America and another large part would 
_ be dumped into countries where Ameri- 
can goods now find a market. In 
either case, American goods would be 
_ replaced by foreign goods to the 
_ detriment of American capital and 
_ American labor. 
The appeal made at that time is even 
‘more urgent to-day—because the whole 
economic system of Europe, as a result 
of the World War, is more pronounced 
in possible grave consequences to-day 
than ever. Not only the economic 
structure but the political and social 
structure as well of our people is con- 
wis stantly endangered by events transpir- 
ing in Europe. No one will seriously 
7” a the truth that the recent general 
_ strike in England is primarily and fun- 
damentally due to an economic condi- 
tion having developed as an immediate 
outcome of terms of settlement of that 
war. Likewise the Russian situation 
has been aggravated because of the 
desire of the Russian government to 
continue its repudiation of debts con- 
tracted by Russian governments hav- 


The Effect on American Workers of Collecting 
a Allied Debts 


By Matruew Wot. 
President, International Photo Engravers’ Union; Vice-President, American Federation of Labor 
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The Inter-Ally debt problem is a 
difficult one. It involves three funda- 
mental considerations: first, the ques- 
tion of abstract justice; second, the 
ability of the borrower to pay; and, 
third, the effect had upon our domestic 
economy under existing circumstances 
of receiving huge sums of money or 
commodity payments from abroad over 
a relatively short period of time. 

With respect to the first of these 
there is little ground for discussion, ex- 
cept insofar as the question of equity is 
involved in abstract justice. First of 
all, we find that the value of the dollar 
was much smaller in terms of commod- 
ity at the time the debt was contracted 
than it is to-day. Second, at the time 
these debts were contracted anything 
that could stop the breach in the dykes 
was hastily snatched at. With the 
flood breaking through and the country 
in danger, no one considered these loans 
as ordinary commercial transactions 
and no one dickered about the “sanc- 
tity of contracts.” The cry was “ Win 
the War,” no matter what the cost. 
Third, the service of thése loans to as- 
sist in holding the battle front of Eu- 
rope, until our heroic army could be 
felt effectively, made possible, beyond 
shadow of a doubt, the ending of the 
war in the fall of 1918. And what is 
more, these loans were in the main in 
the form of credit and used to employ 
American capital and American labor 
and thus every profit derived therefrom 


ing preceded the Soviet régime. _ “ont came to America. 
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On the question of the ability of the 
debtor to pay, there is always a ques- 
tion of major import. In ordinary 
commercial relations this is always 
taken into account and debts are ad- 
justed on the basis of ability to pay, 
regardless of the amount owed. 

International debts must be settled 
and they must be settled in such a 
rational way as to promote the prosper- 
ity of debtor, creditor and all nations. 
The future prosperity of the debtor 
nation requires that enough should be 
paid to sustain its financial honor and 
its credit for future commercial borrow- 
ings, but that no such excessive sums 
should be paid as would injure its 
productive power, its accumulation of 
capital and its future “ability to pay” 
its international debts. 

There is another limitation. The 
world is in a large measure an economic 
unit, and it is to the interest of all 
nations that all should prosper. Noth- 
ing can be more damaging than that 
huge and crushing payments should be 
pressed out of the less prosperous and 
most heavily taxed of the nations by 
the most prosperous. Ultimately, 
America would lose as much as any 
other country by the economic op- 
pression of the nations of the European 
continent. 


Apsustinc Dest PAYMENTS 


So far as the first two considerations 
are concerned, our attitude should not 
be difficult to determine. Practical 
experience in business relationships 
furnishes adequate guidance with re- 
spect to the matter of equity and as to 
how the debt should be handled in 
relation to the debtor’s ability to pay. 
Even granting a definite agreement on 
these two phases of the problems, there 
is yet a third major consideration that 
cannot be ignored. Consideration 
must be given to the effect of huge 
money payments Europe, our 


their importation here 


principal foreign trade customer. We 
must realize that the Inter-Ally debt 
was contracted by an exchange, of 5 
promise to pay, for goods and services _ ae 
of various kinds which were delivered _ 
in Europe. Because the goods which ; 
we sent were principally used to con- _ 
duct the war, their receipt had only a cf 
wholesome effect upon European econ- Hy 
omy at the time. In the repayment of 
this debt this process must be reversed. _ 
Europe can repay us only by sendingto | 
us, either directly or indirectly, an 
equivalent volume of goods. The ey 
goods which we must receive will of y 
necessity be of a different type from the © 
war materials we sent Europe which — oan 
were immediately consumed and thus 
had practically no effect upon ordinary — ae 
commercial relationships. Conse- 
quently, in considering the question of Ps 
repayment we must take into account 
the form and the manner in which — Be 
payment is to be made and how this is 
likely to affect business and 
conditions in this country and in 
Europe, our principal foreign trade soe 
customer. 

It goes without saying that the ad- __ 
justment of reparations and interna- 
tional debts will require large move- __ 
ments of goods internationally. Inas- | 
much as the United Statesis largely the 
ultimate creditor and Germany the _ 
ultimate debtor, one would normally — 
expect that the payment of these bal- , 
ances would require large movementsof 
goods out of Germany and into the ~ 
United States. That goods must move > 
out of Germany into the international 
market by the fullest capacity of Ger- 
many to produce, is certain. That 
German goods or the goods of other 
Europeans will move into the United 
States is unlikely, certainly in so far 
as they are competitive with our own. | 
If the present tariff is maintained that 
will largely be the barrier to prevent __ 
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Errect or GERMAN COMPETITION 


That German production must move 
_ out of Germany and compete with us in 
the international field is certain, because 
of the reparation obligations. That we 
would diminish the tendency of foreign 
_ goods to come into this market by a 
_ diminuation of our foreign debts is 
likewise true. Thus to that extent we 
would insure the position of industry 
and our workers here. 

The goods moving out of Germany 
into the international market must, for 
_ the most part, be manufactured goods 
and so involve a large labor content. 
If they do not come into the United 
States, they will have to increasingly 
absorb the foreign market, and to the 
_ extent to which they do, they will tend 
to prevent exports from the United 

States of manufactured goods. The 
_ only hofe of our being able to compete 
in the foreign markets with these debt 

_ payment goods of other nationals is for 
a us to put back of our large scale pro- 
_ duction here more and more investment 
automatic machines, and particu- 
larly power back of the individual 
worker. We have such a large capital 
apply that we can afford to invest in 
plant account of this character much 
larger sums than any other country, and 

$0 we might in this way retain a com- 
7 petitive position in the foreign market, 
notwithstanding the enforced flow of 
goods from the cheaper labor mar- 
kets of Europe into the international 
_ pool with which to pay international 
"debts. 

As I see it, we may ultimately in this 
country get into a position when the 
protective tariff which we now have will 
be battered from without by goods 
_ seeking to come here to pay as our for- 
eign debts, and at the same time may 

be battered from within by a large 
agricultural population which will no 
_ longer be willing to sell its goods in the 
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free markets of the world and supplies 
at a much higher level and in a pro- 
tected market when vastly cheaper 
goods are knocking at our doors. Such 
an assault is already under way. The 
farmers of America are aroused as 
never before because of this very situa- 
tion. And if this assault on the tariff 
should be successful, it would tend to 
drive down our worker’s standards of 
living to those which exist abroad. It 
would also tend to break down our 
existing restraints of immigration. 


MobpiricaTion oF Dest SETTLEMENTS 


Finally, it seems to me that our in- 
dustries and the standards of living of 
America’s wage earners are best con- 
served by a modification of the existing 
international debts in keeping with the 
foregoing. 

Everybody recognizes that the fund- 
ing agreements being entered into can- 
not be considered final. They are 
inevitably subject to change whenever 
it is demonstrated that they are injur- 
ing our own economic life, either di- 
rectly or indirectly, through their 
effects upon European economic condi- 
tions. But the possibility of such 
readjustment requires that there be 
something to adjust. The debt fund- 
ing agreements are a modification or 
part cancellation of these international 
debts and at best are experimental in 
their very nature. In our present state 
of economic knowledge no one can be 
certain of their ultimate effects. They 
are, however, a step inthe right direction 
and are fully justified for that reason. 

Thus we are going through the mo- 
tions of collecting these debts. Europe 
is going to pay with one hand and bor- 
row back with the other, and go on 
using the capital just the same. It will 
be so because there is no way of pre- 
venting capital from going where it is 
most needed, and it is better for us that 
it shall be so, instead of actually re- 
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ceiving payment in goods that would 
interrupt our own industries. I think it 
is a safe guess that fifty years from now 
the United States will have more loans 
and investments abroad than it has to- 
day, including these debts, and this will 
mean that we will not have receive 1 
actual payment of these debts. They 
will only have changed their forms. 

Personally, I doubt if such “collec- 
tion” as this, which really shifts the 
loans to the public market, is worth the 
controversy, misunderstanding and ill 
feeling which our insistence provokes 
in the debtor countries. 
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As I see it, the present settlements —_ 
can be regarded only as tentative ar- — 
rangements which keep the debts alive. _ 
The real issue is postponed,and perhaps 
this is as well as can be done in the _ 
present state of public opinion. 
ernment officials, including members 
of Congress, are unwilling to take the _ 
responsibility of wholesale cancellation, _ 
and on the other hand it is obvious that 
such countries as France and Italy are 
in no position to pay anything at — 
present. It is difficult, however, to say 
what changes may occur in twenty-five ‘ 
or forty years. 
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the French Debt Should Be Cancelled 


HE very illuminating paper of 

Dr. Patterson discussed the eco- 
nomic aspects of the debt situation 
ably and comprehensively, and upon 
that phase of the question I shall not 
dwell. 

There is another aspect of the ques- 
tion on which I wish to speak briefly, 
the psychological, or you may say 
sentimental. It is often said that 
sentiment should play no part in the 
relations between nations, but it does 
and very properly should. We as a 
nation should never forget the great 
assistance, material and moral, that 
_ France gave us during the Revolution. 
I know that it is easy to make out a good 
case to prove that her interest in the 
_ struggle was purely selfish, and that 


the sole objective of her diplomacy dur- 


_ ing that period was the restoration of 
French prestige and the balance of 
_ power which had been upset by England 
in the Seven Years’ War. But the 
fact remains that France dealt very 
generously with us at the close of the 
- Revolutionary War. There was no 
unreasonable pressure brought to bear 
upon us to effect a settlement. France 


ie had granted us subsidies amounting 
certainly to eight millions of livres, 


about which no question is raised by 
anyone who has taken the trouble to 


My, look into the facts, and she had re- 


_ mitted two millions in interest. The 

debt of 35,000,000 livres was not 
- funded until 1795, twelve years after 
he treaty of peace was signed. France’s 


bored, and it aroused no bitterness 
in this country. Our conduct during 
the past six years has been in strik- 
ing contrast with that of France 
in the years following the American 
Revolution. 

But casting aside all considerations of 
a sentimental character and regarding 
the question from a purely selfish 
standpoint, has our course been wise? 
Is it expedient to press a debtor for 
more than there is any reasonable 
prospect of collecting? And in these 
circumstances is it expedient to press 
him for more than he feels he is under 
moral obligations to pay? 

The public have short memories 
when they think it is to their interests 
to forget. If we could turn the public 
mind back to 1917 and make it realize 
again the situation that confronted us 
at that time, I am sure we would 
arrive at a different solution. We had 
been in the war more than a year 
before our troops took position in the 
front line. In fact, until the March 
drive of 1918 we had no intention of 
sending large bodies of troops to France. 
We were told that what the Allies 
needed was supplies and not men. 
We advanced credits in the form of 
loans and the Allies bought supplies 
in this country at war prices. Ameri- 
cans grew rich at profiteering while the 
Allies gave the blood of their sons. We 
recognized the fact then that our money 
was saving our young men and that the 
Allies were fighting our battles. 

Now I do not contend that all the 
debts should have been cancelled, 
but I do contend that the facts above 


stated should have been taken <— 


— 
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consideration in the settlement and full 
allowance made for the sacrifice of 
Allied lives while we were furnishing 
only supplies at war prices and with 
enormous profits to our people. A 
frank recognition of the fact that the 


Allies held the battle line at great 
: sacrifice for a full year after we had 
ng nominally entered the war and while 
rik- 3 we were getting ready to take our 
— place in the trenches would have been 
eee a matter not of generosity, but of 
simple justice. We could have scaled 
s of | the debts down to figures within the 
ing limits of possible payment, encouraged 
ich nations overburdened with problems 
Pv of financial reconstruction, won their 
for lasting gratitude and good will, and 
ble placed ourselves in a position to collect 
—s more in the end than we are ever likely 
ems TT) to get under the funding systems ac- 
der t tually adopted. 
ries Tue Price or Loans 
In his speech on _ pre-Armistice 
blie | Loans, republished in the little volume 
lise recently issued by the Washington- 
- Lafayette Institution, Hon. A. Piatt 
. a Andrew has collected an array of 
ne quotations from the leading speeches 
a made in the House and Senate in 
the April, 1917, on the bill appropriating 
rch seven billions of dollars, nearly half 
| of of which was to be advanced in the 
me | form of loans to the Allies. Speaker 
ies after speaker stated clearly that these 
y } loans were to be advanced in lieu of 
a ' men, and the hope was repeatedly 
nes | expressed that this aid would enable 
me: the Allies to win the war before it 
we would be necessary to sacrifice any 
American lives. Several members of 
a Congress said they would vote for the 
the ) bill even if it were certain that none of 
h the money would ever be repaid, and 
- | some expressed the opinion that it 
, never could be repaid. The most 
wr: remarkable utterance, remarkable for 


its prophetic insight into the questions 


involved, was that of Senator Cum- _ 
mins, who said: 
I am perfectly willing to give to any of | 
the Allied nations the money which they | 
need to carry on our war, for it is now our 
war. I would give it to them just asfreely __ 
as I would vote to equip an army or to 
maintain a navy of our own; but I shrink _ 
from the consequences that will, in all i 
human probability, flow from the course _ 
which is suggested in this bill... 
should like to give to the Allied nations | 
$3,000,000,000, if they need the contribu- 
tion, with never a thought of its repayment | 
at any time or under any circumstances; __ 
I should like to give that or whatever sum 
may be thought needed as our donation of —_ 
one phase of our own war; but Ifearthatin 
the years to come the fact that the United 
States has in its possession bonds of these 
great countries which, when they emerge 
from the war will all be bankrupt, will 
create an embarrassment from which the | 
men of these times will find it difficult to — 
escape. I think it will cost us more totake __ 
those bonds and to hold them against these 
governments than it would cost us to give _ 
the money, with a generous and patriotic 
spirit, to do something which for the time 
being, for the moment, we are unable todo 
with our own Army and our own Navy. 


In the current number of Foreign > 
Affairs, Professor Edwin F. Gay has _ 
a valuable article on ““War Loans ory 
Subsidies,” in which he draws an in- | 
teresting parallel between the Napo- _ 
leonic wars and the recent World War. _ 
England has won many of her wars 
through financial aid to her allies, but __ 
her statesmen have generally been _ 
wise enough to advance whatever 
money was needed in the form of _ 
subsidies rather than loans. During 
the wars against Napoleon she ad-— 
vanced about 61,000,000 pounds ster- 
ling, of which at least 53,000,000 
pounds were treated as subsidies and _ 
never repaid. As the result of along _ 
experience Lord Liverpool, a hundred © 
years ago, gave this sound advice; _ 
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give and do not lend.” If America she will reconsider in a more enlight- 
could rise to the high decision to remit ened spirit, apart from narrow partisan 
a large part of the Chinese indemnity, = the whole question of Allied 
let us hope that the day will come when 


| 


Friction in International Opinion 


HE financial authorities who, di- try to another, but contributions to a a [ 
rectly after the war, went to Eu- common cause which helped win a _ 
rope in large numbers, upon their common victory. As soon as the 
return expressed the opinion with prac- United States entered the war, it will a 
tical unanimity that Europe ought to be remembered that an English-French 
pay its debt to this country. Thisthey deputation came over. There was a _ 
did upon many public platforms before secret meeting in Washington with the ik ‘& 
great audiences, and what they said Cabinet and leaders of Congress. The 
was reported from ocean to ocean next day, through numerous leaks, 
through the press. The government everybody in Washington knew what 
adopted that view as did Congress. had been said. Mr. Balfour said that _ 
From that time the major part of all France was already bled white and | 
speeches of Congressmen, party, and that England was fighting with her 
government representatives have fol- back to the wall. They pled for help, 
lowed the same trend. The total has —immediate help. They wanted men, _ 
been continued publicity, agitation, munitions, supplies. The reply was 
education and nation-wide advertise- that men must be mobilized, muni- _ 
ment that the debts of European coun-_ tions manufactured, supplies secured. 
tries to the United States were ordinary The conclusion reached was that those 
debts, arising in ordinary ways and, already well worn with the long strain __ 
therefore, should be subject to ordinary from August, 1914, to April, 1917, _ 
rules of honest trade intercourse. Eu- would hold out till help came if they _ 
ropeans have been pronounced bigoted could; and meanwhile -Liberty bonds 
and stupid because some of them have were sold and, as the most useful ex- 
expressed a contrary point of view and _ penditure of the money thus obtained, | 
have dubbed Uncle Sam a Shylock de- some billions were loaned to Europe. 
manding his pound of flesh. ; 
The point I wish to stress is that the Cause OF DIFFERENCE OF OPINION _ 
people of any country get their ideas Did the borrowers take the money 
through the daily press and magazines across the ocean? No, most of it was 
and these, in turn, upon such a subject paid out by ourown governmenttoour =| 
as these debts, get them from eminent own producers of munitions, shoes, 
financiers, the President and Cabinet uniforms, army, food and other needed 
and their national parliament. There supplies. Therefore, Europe says the 
has been practical unanimity here that United States gave nothing but money 
the debts must be paid. Those who for a year. It required a year to get | 
have taken an opposite view have been men mobilized and trained. During © 
like lost voices crying in the wilderness. that terrible year the sons of Europe — 
In Europe the same form of educa- were giving their lives by millions, their 
tion has emphasized a different story territory was being devastated by war _ 
and a different moral. To Europe the and by training camps, and their 
war loans were not debts of one coun- nerves were being frazzled by the 
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strain of resistance and anxiety. That 
year, from April, 1917, to April, 1918, 
we were getting ready and all the 
actual war service this nation had 
given to the great cause in which 
twenty-eight nations were then en- 
gaged, was to pay war prices to our 
own citizens for war equipment for the 
countries actually fighting, and on the 
books to charge those nations with a 
loan. Therefore Europe says: “We 
kept the war going until the United 
States could get its men over. If we 
had not sacrificed millions of lives that 
awful year, there would have been no 
war for America to get into. Now it 
seems we are expected to pay for the 
food the men ate who died and the 
shoes they wore while they were hold- 
ing the common field and waiting for 
the United States. It was a common 
enterprise. Why does not the United 
States pay something for the year she 
was at war but not in the war?” 
What may be the right and justice of 
the question is a matter apart, but the 
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point I wish to make is that our gov- 
ernment and its departments have 
taught us that the debts were ordinary 
loans, whereas European governments 
have taught their citizens that the 
loans were of so unusual a character as 
not to be loans at all. They say we 
dodged one year of war because we 
were not ready and do not recognize 
that the money advanced by the 
United States was but a paltry con- 
tribution by comparison to their sacri- 
fices. 

This is the cause of difference of 
opinion between the people of that 
side and this. Even debtors owing just 
debts rarely love their creditors and 
when a debt is a forced one, believed to 
be unjust, bitterness, suspicion and hate 
are the normal outgrowths. It will re- 
quire great care, good will and cultiva- 
tion of understanding if this bitterness 
does not continue beyond the sixty-two 
years the debts are torun, and the world 
will be fortunate if these conflicting 
states of mind produce no tragedies. 
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SHOULD like a word first about 

the Commission on Disarmament. 
It is a new experiment to call together 
experts in a matter of this kind, whose 
duty it is to explore a field so filled with 
the possibilities of misunderstanding 
and controversy, and to discover how a 
progressive policy may be worked out 
through a realization of reform. The 
method of scientific study which is 
proposed is one with which we have at 
last become familiar through the hu- 
manitarian activities of the League of 
Nations. A study of the opium traffic, 
public health and of similar problems 
has been carried on with a sole regard 
to the realities in the case. The imme- 
diate result has been less spectacular 
than in the more flamboyant conven- 
tions of prewar days, but it has been 
much more real and promises lasting 
reform. 

Now the same method is for the first 
time to be applied to the question of 
armaments. The questionnaire sent 
out by the League has clearly shown 
one thing at least: that no single 
panacea can rid the world of that great 
machinery of defense and security 
which has been built up through long 
centuries to safeguard the civilized na- 
tions of to-day. Disarmament is a 
process which must be correlative with 
the establishment of some alternative 
for war, some effective means of settling 
disputes or averting crises. 

The path to disarmament in any real 
and effective sense of the word lies 
through the establishment of a substi- 
tute for war. This was already seen 
at ‘the first Hague conference. It 
should not be forgotten that that con- 


The Problem of Disarmament 


By James T. SHorwe.t, Px.D. 
Director, Division of Economics and History, Carnegie Endowment for International Peace 


ference was called by the Czar of Russia — 

primarily as a disarmament conference. _ 
It became apparent at once that dis- _ 
armament could not take place until — 
there had been established a court of __ 

justice or arbitration or some such ~ 
institution to which the world would | 
take its disputes, instead of relying as 
in the past upon armies and navies. 
The same situation is bound to arise 


at any and every disarmament con- 


ference which goes to the root of the — 
matter. 


Signposts Towarp DisaRMAMENT 


Now how can we adjust our foreign 


policy to an exigency of this kind? I~ 
do not propose to attempt here the im- 
possible task of outlining the whole of 
any nation’s policy in so complicated a _ 


matter, let alone our own; but the fol- © 


lowing lines of policy may perhaps of- 
fer some suggestions, and the temerity _ 
involved in suggesting them is by no 
means startling, in view of thefactthat 
they are for the most part based upon 
American acts and policies in the past. — 
In the first place, let us frankly rec- — 
ognize that the problem of disarma- 
ment, with which we first dealt on a 
large scale at the Washington Confer- 
ence, is one which cannot be solved in 
any single year. In the very nature of 
the case, it involves a continuous or- 
ganization, since the race in armaments 
is a race with inventive science itself. 
At the present rate of progress there is 
no special value in forbidding muzzle- 
loading guns. Most of our weapons of 
to-day will shortly be as obsolete as 
these. The only way to keep pace ;: 
with a problem of this kind is to have me ips 
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permanently recurring conference with 
a permanent staff. The United States 
should co-operate largely in the erec- 
tion of such a body. 

With reference to the erection of a 
substitute for war, we have, to be sure, 
made at least the initial gesture of en- 
tering the World Court, but we must 
not be misled upon this point. Even if 
we succeed finally in taking our place 
as a member of that Court—which is 
by no means sure—we have not even 
then erected a substitute for war. 

The Treaty of Locarno shows what 
is still left to be covered by parallel in- 
stitutions for the pacific settlement of 
disputes. The Court is limited to 
disputes within the sphere of interna- 
tional law, or to those disputes which 
nations may agree upon as fittingly 
pertinent to a court of law. Few of 
the questions upon which war and 
peace really depend lie within this 
sphere. The urgent controversies are 
more likely to arise in what is called the 
sphere of politics, where national honor 
and vital interests are at stake. For 
these Locarno erects a Commission of 
Conciliation, and if this fail: the mat- 
ter is ultimately brought to the Council 
of the League. 

The United States could simply 
readjust the Bryan Treaties to cover 
three-fourths of the ground of Locarno. 
We should not have any Council or 
League in the background under exist- 
ing circumstances, but we could ask, 
as citizens of this country, that the 
Commissions of Inquiry in the Bryan 
Treaties be transformed into Commis- 
sions of Conciliation and Mediation, 
similar to those which Germany has 
proposed and incorporated in the 
Treaty of Locarno. This process has 
already begun in part, and need only 
be generalized, at the instance and 
through the independent negotiation 
of the United States with each of the 
signatories, to begin the erection—I 


said to begin the erection—of a really 
pacific and all-inclusive peace organi- 
zation throughout the world. But, 
parenthetically, let me say this, that if 
we insist upon having each treaty with 
its own commission of conciliation and 
mediation instead of a Commission of 


- Inquiry, statisticians have worked out 


the number of commissions the civi- 
lized world would need. If I remember 
correctly, it is about 3540. There is 
surely need of co-ordination, and to my 
way of thinking, co-ordination in con- 
nection with the League of Nations. 

There is, in the third place, one fur- 
ther point of adjustment to be noted 
here. We should restate the principles 
of neutrality. Neutrality, in case of 
war, has completely changed its char- 
acter since war has reached, or is 
reaching, the point of giving us a 
judgment as to whether we have before 
us an aggressor ora victim. The point 
which is gradually and definitely being 
established in the public law of the 
world is that aggressive war is a crime. 
In the past, war was non-moral and the 
proper exercise of the prerogatives 
of sovereignty and neutrality was 
equally non-moral. But when, as in 
Locarno or by implication, if you will, 
in the Covenant of the League, there 
are definite tests for establishing the 
guilt of an aggressor nation which is 
inflicting the crime of war upon an- 
other, then the United States of Amer- 
ica should not exercise its ancient 
privilege of permitting its citizens to 
ship supplies to both belligerents alike. 
Supplies should be denied to the ag- 
gressor when that aggressor is self- 
confessed by the violation of its own 
covenant or its own open contract as in 
Locarno. Otherwise, we become an 
accomplice with the criminal, self- 
confessed by the violation of its 
treaties and our connivance with that 
violation. 

It may not be in your minds that 
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neutrality does not mean abstention 
from conflict; neutrality means safely 
feeding both belligerents. The United 
States was obliged to explain this to 
its citizens in October, 1914, in view of 
the requests for information which 
flooded the State Department, and you 
will find an official statement by the 
Department of State, signed by Mr. 
Lansing, calling the attention of the 
citizens of this country to the full free- 
dom of neutrality for aiding both bellig- 
erents. That is what we must amend. 
And since neutrality rests neither upon 
statute nor contract, but upon what 
might be called the common law of in- 
ternational law, it is possible for our 
act in this matter, our initiative, to set 
going a new principle. 

In order not to involve us, however, 
in these treaties of Locarno or the 
League or other obligations as between 
other states directly, the President of 
the United States alone, by proclama- 
tion, should state when and how the 
crime of aggression has been committed. 
Our freedom to act as a sovereign state 
would not thus be lessened. Weshould 
not be involved as a co-signatory in the 
treaties between other states, but re- 
tain our freedom of action with refer- 
ence tothem. At the same time, a for- 
mal declaration of this general principle 
of American policy would enable the 
other nations to go ahead with the 
preparation of their substitutes for 
war no longer fearful, as they are now, 
of the possibility of America arming a 
potential treaty breaker. This would 
furnish a great incentive to the 
upbuilding of pacific organizations 
throughout the world, and it would not 
involve us in those entanglements of 
international peace known as “sanc- 
tions,” which are the chief reasons for 
the hesitancy of this country to enter 
the more formal obligations of the 
League of Nations, = 


Tue Prosiem or DISARMAMENT 


Tue Roor or Matter 


As Mr. J. G. McDonald has said, 
it is necessary for us to keep in mind 
that disarmament is a vague word in 
American speech, and that some of us 
mean reduction of armaments and 
some mean limitation of armaments, 
and some of us mean getting rid of war. 
Now with reference to the limited 
present activities of a disarmament 
conference, there are distinct possi- 
bilities in eliminating and reducing the 
fighting force, the existing force, and 
with that I thoroughly agree. On the 
other hand, let us be clear in this coun- 
try that in the advance of modern 
science, which makes every chemical 
laboratory a potential arsenal, the 
limiting or reducing of existing arma- 
ments—the length of guns or the size of 
battleships—does not get at the funda- 
mental question of disarmament. So far 
as I can see, the only way to get at that 
fundamental problem is not to attempt 
to limit science, because the measure of 
advance in those very chemical arse- 
nals is the measure of advance in mod- 
ern civilization. But let us strike at 
war itself, and the war use of these 
great implements of humanity and 
civilization, and then we will be making 
progress. 

Let us have our present disarmament 
conference, especially where we may 
be able to establish ratios for the reduc- 
tion and limitation of armaments; 
but let us not have just one such con- 
ference. Let us have several of them. 
Then we may achieve something in 
that field. And that will get rid of an 
initial feeling of distrust, the feeling 
of national insecurity. Then let us 
grapple with the further problem. For 


behind these partial endeavors of ours 
lies a greater endeavor that other na- 
tions have made and are making; some 
of them have seen more clearly than 
we have, and have engaged themselves 
page 56. 
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with a higher purpose than we have. 
We have been in a moral slump during 
these years. On the other hand, let us 
be practical. While I agree that it is 
necessary for us to keep great ideals 
before us, it is equally necessary to 
keep before us the practical immediate 
steps. 

Now what are the immediate steps? 
One of them is at least to admit on the 
part of other nations that there may 
be a valid and clear distinction between 
wars of offense and aggression,—as for 
them, even if not for us. We have not 
got that far yet. If there is any ear- 
nest prayer which sincere one hundred 
per cent Americans may have in their 
hearts, it is that we may reach that 
stage. There is a distinction already 
implied and already enforced morally 
in Europe between defense and aggres- 
sion, and it went into force once, last 
November. 

I was down in the Balkans at the 
time. I was in Bulgaria when the 
Greek army marched over the Mace- 
donian frontier—an army, remember; 
not just a casual raid of a few troops— 
and behind the Greek army that 
marched over the hills of Macedonia 
was another army corps at Kavala 
and another at Salonika, all ready to 
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Now if you were to imagine a Europe 
with the present treaties as between 
the different states and no League of 
Nations behind the existing real obliga- 
tions of those states, what would have 
been the case at that time? Bulgaria 
is practically disarmed by the Peace 
Treaty. It was faced, therefore, with 
an overwhelming advance. The vil- 
lagers were fleeing; sixty villages were 
left, and the refugees filled the roads 
just as did the refugees of Belgium in 
1914. Had there been no League of 
Nations, and with the existing proba- 
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bilities and engagements of European 
powers, what would have happened? 
Bulgaria would have been obliged to 
make terms with the Soviets. Anyone 
who knows the Balkans knows that 
that is definitely so. With Bulgaria 
making terms with the Soviet, Bessara- 
bia is at once the prey of the Soviet— 
now held by Roumania, but claimed by 
Russia. Roumaniaholdsthe Dobrudja, 
the richest country taken from Bulgaria. 
The Bulgarians would be very glad to 
have help to pull off that stranglehold 
of Roumania on the Dobrudja. Rus- 
sia could do it. There is an infinite 
sympathy between Russians and Bul- 
garians in intellectual outlook and—in 
spite of recent years—strong historic 
ties. Then what? With Soviet Rus- 
sia either in the Dobrudja or Bessarabia, 
with Roumania at war, Jugo-Slavia 
maneuvering its troops near Salonika 
could hardly be held back from some 
kind of attempt to hold the seaport of 
Salonika, which alone gives it access to 
the Aegean. If that took place (and 
the Greeks claimed last summer that 
the maneuvers of the Jugo-Slav troops 
were for that purpose, then what would 
have happened? In Hungary north 
of the Danube, the Magyar is anxious 
for the Banat,—those farm lands lying 
there open across the Danube. With 
the Magyar engaged, then you would 
have had Poland engaged with Rou- 
mania the moment the Soviets attacked 
Roumania, Poland at war with Russia. 
Can you hold back then an action of 
some kind on Germany’s part, to secure 
that corridor to Danzig? France on 


its part bound by treaty to protect , 


Poland! War on the Rhine!—World 
War! 

Instead of that, what did happen? 
They applied the definition of aggres- 
sion. The Council of the League of 
Nations met at Paris. On either side 
of the table were Bulgar and Greek. 


President Briand presided. The Bul- 
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gar arose with a sheaf of papers in his 
hand to present the justice of the Bul- 
garian case. Briand said, “No, you 
are not to present your case; we want 
only to know one thing. Will you ac- 
cept the means of justice to be applied? 
Will you accept an inquiry and a com- 
mission from the League of Nations and 
not fight?” And the Bulgar Commis- 
sioner sat down saying, “Yes.” Briand 
then turned to the Greek and said, 
“Will you withdraw your troops, not 
engaging in the question of the justice 
of this or not, and engage not to fight 
in the intervals?” And the Greek 
said, “ Yes.” 

That was the application of the 
definition of aggression. You will 
find that definition in the Treaty of 
Locarno, in Article V. It is the pre- 
ventative of a future war. And as a 
result, the situation which last Novem- 
ber might have involved us once more 
in a cataclysm of a world war, more 
likely than a murder at Sarajevo, finds 
on the hills of Macedonia Swedish 
gendarmes keeping peace over those 
hills, and on either side, drawn back to 
the frontiers down the hillside, the 
Bulgar troops on the north, and on the 
south, the Greek, equally removed from 
that irritation and source of danger. 
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Purtine into ACTION 

With reference to world policy, let 
us keep our ideals, but do not let us 
make that the only thing, for the mere 
enjoyment of a great ideal is simply an 
aesthetic enterprise. Put our ideals in 
force and action, by those instruments 
and implements at our hands, ready 
ever in the traditional policy of Amer- 
ica in the past. Take the steps which 
are not foreign to our traditions, but 
involved in the fulfillment of the ideals 
of America. 

It is the sign of intelligence that it 
knows how to use instruments; intelli- 
gence is not the mere play of ideas in 
the world of metaphysics. The intel- 
ligence which makes for civilization 
and for the adjustment of human so- 
ciety is an intelligence which grapples 
with the powers of the world and makes 
them servants of our will, and that 
means that we must have the appro- 
priate instruments and implements 
that work to our hands in ways that 
we know how to use. Only by the 
further use and application of these in- 
struments can we make them real, 
weaving these wistful ideals of ours into 
a page of American history more glo- 
rious than any in the past. 
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7 SHOULD like to comment briefly 
on two or three points which Pro- 
fessor Shotwell made. ? 

First, he spoke of disarmament being 
dependent upon substitutes for war. 
He avoided the use of the phrase which 
has now become somewhat trite, 
“Disarmament and security must go 
hand in hand.” Admitting that, I 
think it is none the less true, and 
deserving of emphasis at this moment, 
that, failing anything like complete 
substitutes for war and adequate 
means of security, real steps towards 
world peace can be taken by partial 
measures of disarmament. I am con- 
firmed in this judgment by the fact 
that a day or two ago, at a conference 
in Briarcliffe, a distinguished officer of 
the U. S. Navy, Admiral Pratt, said, 
criticizing someone who had taken the 
contrary position, that in his judgment 
it is true that armaments per se are 
causes of friction and indirectly causes 
of war; that therefore any measure of 
limited reduction, such as the Washing- 
ton Conference, is a step in the right 
direction. Surely we ought not to 
forget that, while striving for substi- 
tutes for war and while studying means 
to achieve security, we may take some 
very worthwhile half-steps. 

Second, Professor Shotwell referred 
to the need for continuing organiza- 
tions to follow up any half-step toward 
disarmament. The Washington Con- 
ference was perhaps not a half-step; 
perhaps only a quarter-step. What- 
ever its value at the time, a large 
measure of its gains has since been lost 
because there was no “follow-up.” 
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By James G. McDona.p 
Chairman, Executive Committee, Foreign Policy Association 


There was no repetition of the con- 
ference; there was no continuing body 
to determine jn an objective and 
critical way whether the treaties were 
being lived up to. As a result you 
all know that our press, some months 
ago, was filled with tales of how Japan 
was violating the treaties, and doubt- 
less the Japanese press was filled with 
equally graphic and inaccurate tales 
of how we were violating the treaties. 
The Washington Conference was in- 
teresting as an example of a concrete 
accomplishment. It was equally in- 
teresting as an example of a concrete 
failure, because the step was not 
followed up in the way which Professor 
Shotwell has suggested. 

Third, he suggested the need of a 
new definition of neutrality. I wonder 
how many of you realize that almost 
all of the serious attempts to achieve 
security in Europe since the war take 
as their basic concept something which 
in effect nearly abolishes neutrality. 
To put it in a different way, the in- 
sistence by the United States upon the 
old-fashioned rights of neutrality 
would either involve us in conflicts 
with the nations seeking to establish 
these new peace systems, or else our 
insistence on these former rights would 
result in the breakdown of these new 
attempts. It is quite clear, therefore, 
that unless we choose deliberately to 
cast our gigantic strength and power 
athwart the line of progress, we must in 
some way co-operate along the lines 
Professor Shotwell suggested. 
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f American treaties of arbitration and 
conciliation. The United States, in- 
stead of being, as we like to think of 
ourselves, the leader in the develop- 
ment of new arbitral forms, has in 
recent years become a second- or third- 
rate figure. America’s arbitration his- 
tory of the last fifteen or twenty years 
| is disgraceful. We have accomplished 
almost nothing. What have we done? 
In 1908 we made some treaties of 
arbitration with a number of powers, 
but they were seriously lacking in two 
respects. First, they contained those 
saving clauses in reference to national 
honor and vital interests. We were 
to arbitrate legal disputes, provided 
they did not involve national honor or 
vital interests—a door wide enough to 
drive anything through, since each 
state signatory to the treaty was to be 
the judge in any given case whether 
} any particular controversy did or did 
not involve national honor or vital 
interests. Second, these treaties re- 
quired that each specific case of refer- 


| ence to an arbitral board must go 


before the Senate as a separate and 
specific treaty and there receive the 
normal two-thirds vote of that body. 

Speaking of these treaties a few years 
ago, John Bassett Moore said: 


The result of this action is that, so far as 


the United States is concerned, it is now in 
actual practice more difficult to secure inter- 
national arbitration than it was in the early 
days of our independence. 


Similarly, the Senate’s insistence 
that separate treaty claims commis- 
sions must come before the Senate in 


* each instance, led Mr. Moore on an- 


other occasion to write as follows: 


As we are somewhat proud to boast of 


’ leading the van in the cause of peace, it may 


be worth our while to consider whether we 
should not gain a position far in advance of 
that which we now hold if we were to recur 
to the practice we followed a hundred and 
twenty-five years ago. 
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It seems to me worth while for © 
Americans to remember that this talk 
about our leadership in arbitral de- 
velopments in recent years is mostly 


bunk. An example of our leadership 


was a treaty which we made with ~ 
Sweden in 1924. This treaty con- 
tained the old-fashioned exception 
about national honor and vital in- 
terests, and yet it followed by some 
years treaties which Germany and 
other countries had been makingamong = 
themselves, which rendered this old 
shibboleth obsolete and absurd. The 
facts are that America’s recent history 
in arbitration is a shamefully backward 
and hesitating one. 


Dancers U. S. Proposep 
ADHERENCE TO CouRT 
This is all the more deplorable 
because there are grave reasons for — 
fearing that proposed adherence of © 
the United States to the Permanent 
Court of International Justice may 
prove abortive. Recent private com- 
munications from abroad indicate that 
there is more than a possibility that 
the Senatorial reservations may be 
unacceptable to the signatories of the 
Court Protocol. The chief difficulty 
grows out of the fifth reservation 
which would give to the United States 
the power to veto any request by the 
Council of the League for an advisory 
opinion, if our government can prove 
or asserts that 4t has an interest. 
Those abroad who question the 
acceptability of this reservation argue 
that it would give to the United States 
an exceptional position which no other | 
power now has, and as a result might _ 
establish a precedent and tend towards 
a procedure which would seriously 
weaken the Court’s advisory function. 
They add that in doing this the Court =| 
would be weakened in what heretofore _ 
has been its most useful function. 
Therefore, they argue that it would 
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be better that the United States do 
not adhere to the Court than that its 
adherence be permitted to check the 
development of this new and very 
promising judicial method of easing 
international friction. 

Obviously the question as to whether 
these fears are well-grounded depends 
in large part upon the procedure 
which the United States would be 
willing to have adopted in order to 
make its will known in any given 
instance where the asking of an 
advisory opinion is being considered 
by the Council. Ef our government 
were willing that some American 
representative, perhaps the minister 
at Berne, should sit with the Council 
during the time that it is considering 
the possibility of asking an advisory 
opinion, such procedure would prob- 
ably remove the major objections to 
the American reservations. But any 
proposal that the United States be 
permitted to exercise its veto power 
after the Council has asked for an 
advisory opinion is almost certain to 
be rejected. Such a procedure would 
unquestionably give to our govern- 
ment a unique position even if it is 
admitted—which is doubtful—that 
the permanent members of the Coun- 
cil such as Great Britain or France 
can by their vote prevent the Coun- 
cil asking an opinion in any given 
instance. 

The United States, not being a mem- 
ber of the Council, would not be a 
party to the discussions which would 
precede the asking of an opinion, and 
would not, therefore, have to submit 
its judgment to the give and take of 
the Council’s debate. It would be 
exactly as though eleven men had to 
agree to a given course of action. Ten 
of them meet together in conference 
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and decide on a policy, the eleventh 
reserving the right to veto the decision 
of the other ten. It is evident, there- 
fore, that the United States, unless it 
takes part in the discussions of the 
Council, is asking for itself an extra- 
ordinary privilege. It is my judgment 
that it will not be granted. 

These evident difficulties illustrate 
how valuable would have been the 
presence of an American represent- 
ative at the conference of the signa- 
tories of the Protocol to be held in 
Geneva the first of September to con- 
sider the American reservations. The 
substance of Mr. Kellogg’s reply to 
their invitation was: “No useful pur- 
pose can be served by the United 
States participation. The reserva- 
tions are plain and unequivocal.” The 
Administration has “no authority to 
vary this mode of procedure or to 
modify these reservations or to inter- 
pret them. There is no objection to 
the signatory powers conferring among 
themselves.” 

If the President or the State De- 
partment cannot explain the Senate’s 
reservations, who can? It is not true 
that all these reservations are “plain 
and unequivocal.” The possible pro- 
cedure under the fifth reservatiof is 
capable of two or three sharply diver- 
gent interpretations. Moreover, the 
difficulties of securing forty-eight sep- 
arate and unqualified acceptances are 
so patent, and the advantages of a con- 
ference between all of the signator- 
ies at which an authoritative ex- 
planation of the United States point 
of view might be made are so manifest, 
that Secretary Kellogg’s denial only 
serves to throw them into sharper 
relief. The Administration has chosen 
to be technically correct, but logically 
a little absurd. 
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on American History, Yale University 


HAVE been asked to discuss the 
Locarno agreements. The Locarno 
agreements, as you will recall, comprise 
eight documents: a treaty of mutual 
guarantee signed by Great Britain, 


. (France, Belgium, Germany and Italy; 


treaties of arbitration between Belgium 
and Germany and France and Ger- 
many; arbitration treaties between 
Germany and Poland and Germany 
and Czechoslovakia; two undertakings 
of alliance between France and Poland 
and France and Czechoslovakia, and 
an informal expression of opinion, 
signed by the powers which drew up the 
treaty of mutual guarantee, in regard 
to their understanding of the meaning 
of certain provisions of the Covenant 
of the League of Nations. None of 
these agreements is yet in force, since 
they all depend upon the adoption of 
the treaty of mutual guarantee, and the 
adoption of that treaty depends upon 
the admission of Germany to member- 
ship in the League. They would 
presumably come at once into force as 
soon as Germany was admitted to the 
League. 

When I first read the texts of the 
Locarno agreements, in the atmosphere 
of acclaim which greeted them, I was 
inclined to see in them what many 
others apparently saw, namely, a step 
forward in the application of the princi- 
ple of international arbitration, and to 
that extent a further guarantee of 
peace in Europe. More careful study 
of their provisions and of comments 
upon them, and reflection upon certain 
incidents which have occurred since the 
treaties were initialed and signed, have 
caused me to modify very materially 


The 


bere 


that first impression. It is of those 
modifications of opinion that I wish, 
briefly and concisely, to speak. 


NATURE AND Scope or Pacts 


In the first place, what is guaranteed 
by the Locarno Pacts? As between 
Germany and France, Germany and 
Belgium, Germany and Poland, and 


‘Germany and Czechoslovakia, there 


is a guarantee of resort to arbitration 
under certain circumstances stated; 
but as between France and Poland 
and France and Czechoslovakia, the 
guarantee is apparently of mutual aid 
in case the treaties of arbitration fail, or 
if there be unprovoked recourse to arms 
by Germany, or if the League of Nations 
fails in certain duties devolved upon 
that body. In other words, the initial 
principle of arbitration involved in cer- 
tain of the primary pacts is itself 
clouded by the parallel conclusion of 
alliances for defensive or offensive pur- 
poses which are to come into effect in 
case that agreement is not kept. 

In the second place, what is the scope 
of these agreements? What do they 
include, and what do they exclude? 
One notices at the outset that the 
treaty of mutual guarantee upon 
which the others apparently depend 
(and if I use frequently the term “ap- 
parently”, I must ask you to under- 
stand by it a failure on my part to be 
entirely clear regarding the meaning of 
some of the provisions of these agree- 
ments and the way in which they are 
expected to work in application) ex- 
cludes from any possibility of arbitra- 
tion under the machinery to be pro- 
vided, or under the guarantee which is 
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set forth, anything that has to do with 
the frontiers of Germany on the west 
as established by the Treaty of Ver- 
sailles, and any controversy having to 
do with the status of the demilitarized 
zone on the Rhine. 

Under Article I of the arbitration 
treaties between Germany and Belgium 
and Germany and France there are also 
excluded “ disputes arising out of events 
prior to the present convention and be- 
longing to the past.” It is, I think, 
only a matter of common observation 
that the international disputes or con- 
troversies of any magnitude to which 
Germany has been a party since the 
peace have, in the main, arisen out of 
the very subjects which by these agree- 
ments are excluded from the operation 
of the agreement. I must confess that 
such a phrase as “belonging to the 
past,” when applied to the relations 
between these states, is to my mind 
either meaningless or mischievous. 

Further, are the terms of these agree- 
ments clear? I am far from insisting 
that an international agreement which 
deals with a variety of situations, and 
with situations many of which are in 
their nature complicated, shall be 
crystal-clear at the first reading, but it 
seems hardly a debatable proposition 
that any international agreement whose 
phraseology presents reasonable doubt 
is an undertaking likely to provoke con- 
troversy rather than to aid in the 
settlement of it. 

I find, for example, in the second ar- 
ticle of the treaty of guarantee, a 
provision to the effect that if there be 
such a breach of certain specified ar- 
ticles of the Treaty of Versailles as 
shall constitute an unprovoked act of 
aggression, and in connection therewith 
there shall be an assembly of armed 
force in the demilitarized zone, the 
respective governments mutually un- 
dertake that they will in no case attack 
or invade each other or resort to war 


60 


Tue ANNALS OF THE AMERICAN ACADEMY 


against each other, but will pass the 
matter on by an indirect route either 
to the conciliation commissions which 
are provided, or eventually, perhaps, 
to the Council of the League of Na- 
tions. The “unprovoked act of ag- 
gression” seems to me to be the dubious 
phrase in that article, because of the 
disposition, many times shown in in- 
ternational controversy, to charge 
provocative attacks upon the other 
party. Who, moreover, is to judge of 
the violation of the provisions of the 
treaty, or of the gravity of the viola- 
tion? Iam not clear from the text of 
the agreement that anyone is author- 
ized to judge of the fact of a flagrant or 
unprovoked violation except the party 
that may think itself aggrieved, in 
which case it is to be suspected that the 
arbitration machinery will then be 
found to work somewhat badly. 


ADJUSTMENT OF DIFFERENCES 


There is no time to go in detail into 


the procedure for the adjustment of dif- 
ferences which the agreements provide. 
On its face, however, the procedure 
seems excessively elaborate. There 
is a permanent conciliation commis- 
sion, which appears to be an op- 
tional body as far as resort to it is 
concerned; there is also provision for 
resort to the World Court, and further 
provision for an undetermined kind of 
arbitral tribunal under the Hague Con- 
vention of 1907. If we go on to Article 
VII of the Arbitration Agreement, 
however, we find that all questions 
which are not settled by diplomacy or 
by the World Court (I take it that 
resort to the latter body is implied in 
the reference to “judicial decision”), 
or which are not regulated by other 
conventions between the parties, must 
go to the permanent conciliation com- 
mission, and if the recommendations of 
that commission are not acted upon 


within a month, then either party may | 
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; the appeal to the Council of the League of 
ither Nations. I suggest that a procedure 
yhich as involved as that is unduly cumber- 
haps, some, that it is provocative of disputa- 
Na- tion on the part of the aggrieved party 
f ag- \ regarding the particular course that is 
bious expected to be pursued, and that it 
f the does not itself afford precisely, because 
n in- it is so complex, a sure guarantee of an 
large ultimate peaceable settlement. 
other I hold no brief for the League of 
ge of Nations in this connection, but it may 
f the + nevertheless be pointed out that the 
viola- Locarno Pacts seem to imply distrust 
xt of of the League, and in a sense to contain 
thor- } something akin toa reflection upon that 
nt or body. Aside from the fact that the 
party | agreements are made wholly outside 
d, in of the League by powers, with the 
it the exception of Germany, which are them- 
n be selves members of the League, the 
language adopted is in several instances 
» that of explicit direction to the League 
" or to the Council to do this or that, 
| into while in Article VIII of the treaty of 
of dif- mutual guarantee the situation is 
vide. | further complicated by the statement 
edure 
n for 
irther 
nd of 
rticle 
ment, 
stions 
icy or 
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that “the treaty is to continue until me 
the Council of the League of Nations de-— ar 
cides that the League of Nations insures — ee os 
sufficient protection to the contracting 
parties.” Nothing could be clearer 
than the implication that the League | 
does not afford such protection now. 
With the sincerest interest in peace, __ 
and a firm belief in the virtues of inter- _ 
national arbitration in cases to which _ 
the principle of arbitration, as distinct _ 
from the principle of judicial settlement _ 
of disputes, may properly be applied, I 
cannot see in the Locarno agreements | 
a very long step in either of those direc- 
tions. In the present state of European | 
politics, it seems to me that any inter- 
national agreement haying to do with __ 
the political relations between states,or __ 
touching upon the problems which in 
the past have separated them, if it 
does not clearly look toward peace, — 
does by that very fact look toward war, __ 
and I see no reason why that general — 
conclusion is not applicable to the 
particular case of the Locarno Pacts as 
they now stand. ‘ 
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By Netson P. Meap, Pu.D. 
Professor of History, College of the City of New York 


SHALL attempt to trace briefly 
the progress made since the close 
of the war in the efforts to further 
peace, security and disarmament in 
Europe. The Locarno Pacts were not 
a sudden inspiration; they did not come 
from the mind of any one man. They 
mark the culmination of six years of 
effort to liquidate the problems arising 
from the war and the peace treaties. 
I shall not take time to discuss the 
treaties drafted at Paris, nor attempt 
to fix the responsibility for the mistakes 
made there. I know that there have 
been many efforts made to blame this, 
that or the other individual for the 
failure to realize the ideals proclaimed 
by President Wilson. I suspect that 
the war psychology and the reaction 
which came in all of the countries, both 
victors and vanquished, at the close 
of the war was responsible for the spirit 
of vindictiveness shown at Paris. 

The two nations upon whom rested 
chiefly the responsibility of enforcing 
the treaties were Great Britain and 
France. It was not long, however, 
after the treaties were signed, that it 
became evident that these two nations 
did not see eye to eye in regard to the 
enforcement of the treaties. Great 
Britain is essentially a great work-shop. 
She lives by supplying manufactured 
goods to the rest of the world. The 
disorganization in the economic life of 
the world caused by the war brought 
great distress and unemployment in 
Great Britain. The restoration of 
normal economic conditions in Europe 
was absolutely essential for the im- 
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provement of business conditions in 
England. France, which does not 
depend to any such degree as Great 
Britain upon international trade, was 
primarily interested in the question 
of French security. From 1920 to 1923 
the views of the statesmen of these two 
countries grew steadily more and more 
divergent. The situation became 
acute in 1923. You recall that in that 
year Poincaré entered upon the ven- 
ture in the Ruhr. The resulting 
economic chaos in Germany led to 
increased friction between France and 
Great: Britain. 


SirvaTion MarerIALLy CHANGES 


With the opening of 1924 two events 
occurred which materially changed 
the situation. In‘January, 1924, Ram- 
say MacDonald became the first labor 
premier of Great Britain, and four 
months later Poincaré retired and was 
succeeded by Herriot. Neither Mac- 
Donald nor Herriot had had any thing 
to do in drafting the treaties at Paris; 
they had no pride of authorship in these 
documents; they had no records to 
explain or defend in connection with 
the treaties. Moreover, both Mac- 
Donald and Herriot were Socialists 
and as such were more likely to take 
a broader internationa! point of view of 
the European situation than their 
predecessors Poincaré and _ Lloyd 
George had taken. With the appear- 
ance of these new actors on the stage, 
the relations between Great Britain 
and France sensibly improved. 

In the meantime the League had 
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been functioning. The League com- 
mittee on disarmament had been con- 
sidering the problem of the reduction 
of land armaments in Europe. It had 
not proceeded far in its work before 
it discovered that the question of dis- 
armament was closely associated with 
the question of security. France as 
well as many of the smaller nations of 
Europe was not ‘satisfied with the 
guarantees of security which the Cove- 
nant: of the League provided. They 
were not convinced that the machinery 
of the League would work effectively 
in the immediate future. Some addi- 
tional guarantee was demanded before 
they would consider seriously the ques- 
tion of disarmament. 


Treaty or Murvat AssiIsTaANCE 


To meet this demand there was 
drafted in 1923 the so-called Treaty 
of Mutual Assistance, which made 
provision for a system of defensive 
alliances. ‘This treaty failed to obtain 
the support of a number of nations. 
In Great Britain the labor government 
looked with disfavor upon the proposed 
plan for military alliances and also upon 
the failure of the treaty to provide 
adequately for the pacific settlement of 
disputes. At the League assembly in 
1924 the questions of arbitration, 
security and disarmament were con- 
sidered as closely related problems, 
and a noteworthy effort to further the 
solution of these problems was made in 
the famous Geneva Protocol. The 
Protocol, among other things, defined 
and outlawed aggressive war, and also 
filled up the gaps in the Covenant of the 
League so as to give to France and other 
nations the additional assurance of 
security which they had demanded. 
Finally, it provided for the calling of 
a conference on disarmament. Un- 
fortunately before action could be 
taken looking to the adoption of the 
Protocol, the scene had shifted once 


63 


more. In November, 1924, the labor __ 
government in Great Britain had been 
defeated and the conservative govern- _ 
ment with Mr. Baldwin as premier 
assumed control. Mr. Baldwin indi- _ 

cated that Great Britain would decline __ 
to ratify the Protocol. It was his 
view that the Protocol attempted to 

accomplish too much, andthatit would = 
be better to begin with specific agree- 
ments dealing with special problems. —_ 
The British declination to ratify the _ 
Protocol prevented its adoption for 
the time being, although it is my con- 
viction that some day Europe will 
come back to something very like the 
Protocol. 
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Approaching the problem from the 
new angle suggested by Mr. Baldwin, 
negotiations were inaugurated which 
resulted in the meeting at Locarno. 
The Locarno Pacts differ from the 
Protocol in that they deal with specific 
questions in Europe. In the Rhine- _ 
land Pact, Great Britain and Italy — 
join in guaranteeing the Franco- 
Belgium-German frontier. It isto be __ 
noted that this guarantee gives the _ 
same security to Germany as it does to 
France and Belgium. Great Britain 
was unwilling to give the same guaran- 
tee in regard to the eastern frontier of __ 
Germany, and it was left for France 
alone to deal with that question. 

I do not know that I should go all 
the way with Professor MacDonald in 
his criticism of the Locarno Pacts. 
I quite agree that the clauses which he 
has quoted are distinctly ambiguous, 
and that if they are interpreted as one _ 
may readily interpret them to-day,the 
Locarno agreements may be of little _ 
value in securing peace. But, after 
all, Locarno was not an end in itself; _ 
it was a means to anend. The agree- 
ments arrived at there provided that 
minimum of security which was de- 
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manded before disarmament could be 
discussed. 

Just one closing word in regard to 
the question of disarmament. We 
should not delude ourselves about the 
difficulties which face any attempt to 
reach an agreement on this question. 
Whatever machinery is set up, what- 
ever agreements may be made in regard 
to the limitation of land and naval 
armaments, there will remain many 
collateral questions to be solved. For 
example, will disarmament take into 
consideration not only the size of 
armies, but also what might be called 
the potential military power of nations? 
Are such matters as man power, in- 
dustrial efficiency, available food sup- 
ply, financial resources and geographi- 
cal position to be evaluated as elements 
of the or How is the question 
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of chemical warfare to be solved? 
merely propose these questions eal 
making any attempt to answer them, 
for frankly I have no solution to sug- 
gest. But it is important to bear in 
mind that there are many puzzling 
angles to this problem. 

Finally comes the ultimate question 
of moral disarmament. Are the na- 
tions of Europe and America morally 
ready for the Great Adventure? Has 
the International Mind of the world 
as yet sufficiently tamed the upflare 
of unreasoning nationalism which came 
as an aftermath of the war? I believe 
that it will take much time and in- 
finite patience to dispell the distrust 
and fear which still hang like a pall 
over the world, before real progress 
can be made in this important question 
of disarmament. 
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ul: League of Nations the Basis of European 
Security thay 
By Hersert Fuis, Pu. wns Som 


HE question of the extent to which 

the security of Europe is bound 
up beyond all special agreements with 
the permanence and development and 
destiny of the League of Nations is not 
a new subject, but one upon which each 
succeeding experience of the League 
throws new light. My main assertion 
is that beyond all special developments 
such as American membership in the 
Court, such as new and constant addi- 
tions to the number of states who sign 
the optional clause of the Court, there- 
by greatly extending its jurisdiction— 
beyond such special pacts and agree- 
ments as that at Locarno, there lies 
the more general question of the destiny 
and the growth of the League itself,— 
of utmost importance to European 
security. The reasons justifying that 
assertion cannot be submitted to a 
step by step analysis as can some of 
the more limited acts of policy. The 
League is needed, it seems to me, as 
a symbol of human unity, human kin- 
ship, spiritual and social, as a constant 
representation of that queer and in- 
explicable process by which the human 
beings on the globe once scattered in 
handfuls in subterranean caves, multi- 
plied now in these great numbers, 
have finally established what is meant 
to be a permanent political institution 
unifying them all, enabling them to 
carry out common objects easily and 
permanently. It is needed,-too (its 
growth is most important, in this 
respect), in its constant present service 
as a sort of millstone to keep grinding 
and grinding fine that great multitude 


of subjects out of which arise the dis- _ 
putes between nations. I refer to its 
constant work through its many bodies 
all constituted with the special purpose __ 
in view, towards the suggestion of a — 
solution of such problems as the eco- _ 
nomic barriers between nations, the _ 
minority disputes between nations, the 
handling of mandated territories, the 
disarmament question, subjects which __ 
can only be treated by the sort of 
pounding process for which the League 
has developed a special technique, a 
pounding process of continual recon- 
sideration, looking to the end of com- 
mon agreement. The League is the 
institution, the force, which alone can a 
gradually lessen the matters that will _ 
bring nations into conflict. ha 


Orner Important 


Then the League is needed badly 
beyond all special agreements as a 
school for statesmen and for people, — 
and as a new political allegiance. The 
League stands asa permanentassertion 
of the fact that nations must and can 
settle their disputes by common action. _ 
It develops an atmosphere based on _ 
that determination; it strengthens 
public opinion to permit no other 
course except the use of that instru-_ 
ment, or that is its aspiration, and it 
brings statesmen together with a 
freedom to work for a common object _ 
that before the League’s creation was _ 
unknown. 

I happened to be present at a 
luncheon last summer at which For- 
eign Secretary Chamberlain was asked 
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whether, in his opinion, if the League 
did nothing else except bring him and 
the other responsible heads of the for- 
eign ministries of other countries to- 
gether as constantly as it was doing, 
its existence would not be more than 
justified, and his answer was unhesi- 
tatingly “yes.” It had thoroughly 
changed the whole content of his mind 
when transacting diplomatic business, 
and had given him a clear sense and 
personal knowledge of the men he was 
dealing with, their motives, and led 
him to have a sense of common fellow- 
ship with them. 


DirFricutties ENCOUNTERED 


I turn to Professor Shotwell’s sug- 
gestions for the development of an 
American foreign policy.!_ I admit that 
those suggestions for the resurrection 
and further development of the Bryan 
treaties, and the new definition of 
neutrality, would mark positive and 
extremely important steps in the right 
direction for the United States. But, 
again, I have one of these general 
doubts or ideas, perhaps only intruding 
in the brain for the purpose of making 
a difference, that these steps will not 
suffice to take care of the differences 
of opinion and disputes in which the 
United States will find herself; they 
will not suffice as our contribution to 
the maintenance of permanent peace. 
I am constantly being impressed with 
the tremendous vitality and varied 
activity of the American people to-day. 
An instant mental review of American 
activity informs one with a shock that 
—we are flying over the North Pole, we 
are driving the French out of Paris (at 
least out of the Paris cafés), we are 
filling the villas on the Riviera, we are 
giving financial advice to Persia and 
Bolivia, and we are investing in any 
metal that gleams throughout the 
universe. Our activity is far-flung, 


Tas ANNALS OF THE AMERICAN ACADEMY rae 


dominant and constant; and faced 
with the knowledge that we possess so 
much vital force, I doubt whether we 
can circumscribe or govern it well 
within the limited scope of the policy 
that Mr. Shotwell has outlined. I 
have a feeling that this tremendous 
vital force of ours will be used either to 
co-operate or to conquer. I might 
perhaps state it otherwise,—to convert 
ortoconquer. It seems to be so deeply 
in the national strain that whatever 
any other country is doing, we must 
attempt; we must surpass in every 
field of effort. That is the “custom of 
the country,” as Edith Wharton would 
say. Whatever any other country is 
doing we must do, and to a larger ex- 
tent; what other people possess, we 
must possess. We have that thor- 
oughly dominant quality about us, 
which, put behind an international 
organization such as the League of 
Nations, would suffice to make the 
whole organization operate with a 
confidence and force such as it could 
not know without us; and on the 
other hand, if we remain outside 
of such an international organization, 
this vitality and activity will speedily 
bring us into conflict throughout the 
world. 

It is for these reasons that I feel that 
our policy must lie in the direction of 
membership in the League of Nations, 
with whatever reservations do not kill 
the possibility of real co-operation. 
I believe to-day that our isolation is 
no longer an isolation of distance; it is 
not a geographical isolation; it is an 
isolation of power, wherein we, and our 
country, to-day, with our strength, the 
unmeasured possibility of dominance, 
and our total lack of fear, by some in- 
stinct deep in human nature, I pre- 
sume, lets us know that we can stand 
apart, that we need not sit down to 
the council table and give as we take, 
but that we can use these powers 
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act as our fancy, our humanitarianism, security and for the effective con- ts 
our interests or our idealism dictate. tribution of the United States to her sy 
I feel that our isolation has that quality own peace and to European security, 
rather than the quality of spatial re- we have to aid the League toremain 
moteness. permanent, grow strong, and be suc- 
I believe that both for European cessful in its aims. 


al 


A Successrut or Nations THE Basis or European Security 67 | 
aced 
SO 
r we | 
well 
olicy 
| 
dous > 
er to 
ight | 
vert 
eply 
ever 
nust 
very 
m of 
ould 
ry is 
eX- 
we 
hor- 
us | 
that 
ons, 


an 


TRANGE as it may appear to 
many, yet it becomes daily more 
imperative that America should have 
a well formed and active policy in the 
countries of the Near East. This 
necessity is not based upon pure 
sentimentalism, but on positive and 
concrete facts. Most people on this 
side of the water do not seem to realize 
the full extent of President Wilson’s 
role in that part of the world, in the 
two last years of the Great War, and 
shortly thereafter. They seem to have 
forgotten that it was mainly due to the 
persistent demand of our late President 
that Armenia’s short-lived independ- 
ence was recognized. And they seem 
to have forgotten the part played by 
President Wilson in the sending of the 
Greek Army to Asia Minor, on May 
15, 1919. I am mentioning only these 
two facts, and I omit the active part 
taken by the then President of the 
United States in the discussions of the 
problems affecting the status of Con- 


stantinople, and the Near East in 


general. 

It is all very well for us to say that 
by refusing to sign the Treaty of 
_ Versailles, and by rejecting the Cove- 
~ nant of the League of Nations, we have 
_ freed ourselves of all political obli- 


aoe gations to certain parts of Europe. 


We must, however, take into account 
that the peoples of the Near East took 
_ America’s participation in the war and 
the affairs of Europe much more 
seriously than it is generally believed 
here, and they still think of this coun- 
try as a world power, whose influence 
- cannot but carry weight in all ques- 
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~The Need of an American Policy in the Near East 


By Apamantios Tx. 
Editor of Atlantis, New York 


tions of Europe, and especially those 
affecting the Near East. 

To be sure, America’s isolation as far 
as the Near East is concerned is only 
political, because in the field of philan- 
thropy and of humanitarian activity 
America remained there when all the 
others left. Speaking for Greece, and 
I hope for the entire Near East, I can 
assure my readers that what America 
did in those countries in the terrible 
days after the war, and what she is 
doing to-day, in the matter of helping 
Greece in the tremendous task of 
settling nearly two million refugees, 
will never be forgotten by those people, 
who only hope to be able some day in 
the future to show, in some tangible 
way, their eternal gratitude. 

America, then, is not so much 
isolated in the Near East. She is 
bound to those countries with addition- 
al ties, financial and economic, because 
she has loaned money to the Near 
Eastern States of Rumania, Jugoslavia 
and Greece, and helped them in the 
common adventure. She is therefore 
interested in the welfare and the ad- 
vancement of those countries for 
reasons that are at least just as good as 
international politics, or philanthropy. 

In the days before the war, the Near 
Eastern countries had always enjoyed 
the assistance of the great powers of 
Europe, without whose help their 
political existence would be much more 
difficult than it actually has been. It 
is true that those European powers had 
always some political reason to help 
this or that particular Near Eastern 
country, and any time they did some- 
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thing to help their protégés they did 
not act wholly unselfishly. 

With the Great War, the concert of 
the European powers was broken, 
while their post-war financial condition 
prevented them from helping the Near 
Eastern States to get back on their 
feet. America, therefore, has remained 
the only world power in whose political 
disinterestedness the Balkan States 
have an implicit and unshakable faith. 


How America Can HELP 


* America, therefore, should help those 
countries of the Near East. But how? 
What is it that those peoples want? 
What is it that they expect from us? 

The war has changed conditions 
throughout the world, and has also 
deeply affected the political and eco- 
nomic life of the Near East. Those 
countries are working hard to bring 
about an economic revival within their 
borders. Some of them are given up 
entirely to the problem of increased 
agricultural production; others are 
eager to work out their rich mineral re- 
sources; others again are anxious to 
build extensive nets of railroads; others 
are making plans for an intensive 
development of their industrial and 
maritime life. They all are looking to 
America for capital, and they are offer- 
ing the best terms and the best return 
that any investor can look forward to. 
Europe, in its present state, is in no 
position to invest extensively in the 
Near East, where a vast economic 
colony is open to us for the taking. 

Political conditions in the Near East 
are not exactly as we wished them to be. 
All those countries are under autocratic 
dictatorial régimes, while very little 
of their old constitutional liberties 
remains just now. This condition, 
however, is bound not to last. Con- 
stitutional government must be and 
will be restored in the Balkans, because 
very large popular democratic forces 


are quietly at work for this purpose. 


These are the forces of peace and of 
inter-Balkan understanding. Greece 


immediately after Locarno proposed to 


the other Near Eastern countries a 


Balkan Locarno, which will, I am sure, | 


shortly materialize. The spirit of the 
Balkan press has changed and the de- 


sire for a mutual rapprochment and 
better understanding with a possibility 


of a customs union in the nearfutureis 


general throughout the Near East. 


America should help these tenden- _ 
cies, and should encourage this union of 


the true democratic forces of the 
Balkans. American policy in the Near 
East should help those who stand be- 


tween the two extreme systems of dic- _ : 


tatorship, the red and the white, inas- 


much as the triumph of either one will 
mean a very serious loss of the cause of re a 


democracy throughout Europe. 
The position of the Near Eastern 
countries, situated between the two 


extreme forms of dictatorship, is very 


delicate, and the only way whereby 
those states will be able to maintain 
their independence is by strengthening 


their constitutional and democratic | 


institutions. 


The imperialistic tendencies of at — 
least one power in Europe, which is _ 


trying to profit by the temporary dis- 
organization of the others, so as to en- 
gage in new warlike adventures in the 


Near East, are making the Balkans © 2 


uneasy to-day, while the disruptive and 
revolutionary activities of another 


great east European power are finding __ 


a fertile ground for the spreading of 


unrest among the large numbers of the ; 


suffering refugee populations to be 


tries. 
A strong American policy in the Near 


East, based on fair play andthe under- 


standing of the real problems of those 
regions, will be a very great help to all 
those forces that stand for law and or- 


found throughout the Balkan coun- * 
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der and democracy. And when, along’ everything to gain, and nothing to lose 
with the re-establishment of normal by assisting those countries to become 
political conditions, a new economic centers of a greater peaceful, produc- 
revival has found its way among the tive and prosperous activity, making 
nearly fifty million Near Eastern peo- for a better and higher form of a polliti- 


ples, America will realize that she has cal and economic life. 
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HE present day investment market 
is internationalized. Money no 
longer recognizes national borders. 
It is only in recent years, however, that 
the American public has come to think 
in terms of international finance. This 
is so because hitherto our boundless 
resources have clamored for all the 
funds that we and others had to invest. 
Within the past dozen years, however, 
we have become the international 
lenders “par excellence.” How will 
this change of status affect our national 
and international policies? Can there 
be world-wide investment without 
political consequences which necessi- 
tate a plan for government action and a 
scheme for placing private funds? 
Can the United States defy the prece- 
dents of history and be the world’s 
banker without having a definitely 
outlined foreign investment policy? 
Recent statistics on our foreign in- 
vestments are easily accessible. Briefly 
stated, the United States to-day has a 
foreign investment approximating 
twenty-two billion dollars—twelve bil- 
lion of government loans extended to 
European countries during the war and 
immediately after it, and ten billion of 
private investments. The latter were 
extended partly during the war, but 
consist more largely of foreign securities 
purchased since the Armistice. Twen- 
ty-two billion dollars represents rough- 
ly one-fifteenth of our national wealth. 
Can we continue to hold foreign obliga- 
tions to this extent, and even increase 
the holdings in coming years, without a 
definite policy toward international 
affairs in general and toward the bor- 


rowing nations in particular? 


Harry T. Px.D. 
University of Pennsylvania 


Our experience with the investment 
of funds in foreign countries is limited. 
But foreign loans were not unknown ~ 
here before the war. As early as 1899 — 
American investors purchased Mexican 
bonds extensively. Early in the pres- 


ent century the loaning of funds to | "” 


Canadian industries was as common a 
transaction as lending within our own 
borders. Some $200,000,000 in Jap- 


anese bonds were bought here during _ 


the Japanese-Russian War in 1904-05. 
Other loans were made to Germany, 
Cuba, San Domingo, Argentina, Chile, 
Liberia, Austria, Brazil; to the cities of 
Frankfort and Tokyo. In practically 
all these prewar instances the securities 


were public issues, in dollar denomina- _ 


tions, and were usually parts of a larger 


issue offered simultaneously in other 


parts of the world. Prior to the World — 
War foreign capital flowed freely into 
this country with the result that foreign 
holdings of American _ securities 
amounted to $6,500,000,000 on which © 


the annual interest charge was over _ 
investments, 


$300,000,000. These 
principally in railroad equipment, were 
sought by foreigners because of the 


unusual opportunities offered. Not 


many years ago British 234 per cent 
bonds sold at 113. 


Americans to look for opportunities for 

investment abroad. 

INFLUENCE OF THE WAR ite 

But in 1914 we plunged “in medias _ 
res.” It is estimated that the total — 


foreign investment of the world was > 


With so much 
higher interest rates here and foreign 
capital flowing freely into this country, __ 
it would have been anomalous for | 
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$40,000,000,000 in that year. These 
investments were held chiefly by four 
countries: Great Britain with $20,000,- 
000,000, France with $9,000,000,000, 
Germany with $8,000,000,000, and the 
United States with $2,000,000,000. 
Our two billion dollars were largely in 
Canada, Cuba, Mexico and other 
parts of Latin-America. They were 
directly holdings of foreign properties— 
factories, sugar plantations, railroads, 
mines—rather than shares in a foreign 
enterprise. But we were a debtor 
nation since against these holdings were 
balanced billions of foreign capital 
loaned to the United States, by Euro- 
pean nations, principally for financing 
our railroads. The war changed us 
from a borrowing to a lending nation. 
Minutely planned and carefully exe- 
cuted campaigns carried on by our 
government induced the American 
people to purchase Liberty bonds. 
The financial talent of our nation spent 
itself upon schemes for converting the 
American citizen into a saver and an 
investor in government bonds. This 
would “win the war” and “save the 
world for democracy.” After the war, 
the need to help Europe in her financial 
distress was felt. Government officials 
and even the President of the United 
States took occasion to urge citizens 
“‘to assist in the necessary financing and 
relief of the Old World.” President 
Coolidge laid emphasis upon the declara- 
tion that “sound business reasons exist 
why we should participate in the 
financing of works of business in Eu- 
rope.” On one occasion he said: 

It is a notorious fact that foreign gold 
has been flowing into our country in great 
abundance. It is altogether probable that 
some of it can be used more to our financial 
advantage in Europe than it can be in the 
United States. Besides this, there is the 
humanitarian requirement which carries 
such a strong appeal and the knowledge 
that out of our abundance it is our duty to 
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help where help will be used for meeting 
just requirements and the promotion of 
a peaceful purpose. 

When the proceeds of billions of our 
Liberty loans went into foreign equip- 
ment it imbued the minds of American 
investors with the spirit of lending 
abroad. Even after the Armistice the 
Liberty loans continued to finance 
foreign nations until Congress called a 
halt. 

It may be enlightening to show some 
of the outstanding effects of this 
“training for investment” which our 
nationals received during the war 
period. During the six-year period 
ending January 1, 1926, approximately 
$5,000,000,000 of American capital was 
loaned abroad, a sum two and one-half 
times as great as the total foreign in- 
vestments of the United States at the 
beginning of the war. When the 
United States entered the war it be- 
came the banker of the Allies, advanc- 
ing them %9,710,000,000 of credit. 
After the Armistice private loans were 
sought to aid in the work of recon- 
struction. It has been estimated that 
private advances and credits of $3,500,- 
000,000 were extended by us to Europe 
from January 1, 1919, to September 15, 
1920. Such extension of credit has 
been rigorously curtailed during the 
past five years, not because American 
loan funds were exhausted but because 
both bankers and business men con- 
cluded that the limit of credit extension 
had been reached and that much of the 
borrowed money was expended for 
military ends. Urgent demand for 
capital from other parts of the world 
also played its part. 


U. S. Foreign INVESTMENTS 


America continues to be a great 
reservoir of available free capital. It 
is investing abroad roughly a billion 
dollars a year, largely in foreign cur- 
rency bonds, in real estate and in 
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industrial enterprise. The exact 
amount of American-issued bonds held 
by Americans is not ascertainable, as 
many issues sold in the United States 
have gone partly to foreigners, either at 
the time of issue or later. An estimate 
made by the Department of Commerce 
showed American investments abroad 
amounting to $8,105,000,000 at the 
close of 1923. Almost a billion dollars 
additional was invested by Americans 
abroad the following year. In 1925 

our foreign holdings increased by $1,- 
200,000,000. A compilation made for 
the first quarter of 1926 shows a slight 

decrease inthisrate. Investors showed 

a preference for government-guaranteed ; 
securities, since eighty-eight per cent of 
the loans floated in America in 1924 were 

government-guaranteed as agamst sixty 

per cent the previous year. The gross 

volume of foreign securities offered 

publicly in the United States during the 

fiscal year 1924-25 (ending June 30, 

1925) amounted to $1,382,000,000, of 

which $292,000,000 were refunding 

issues and $1,090,000,000 were new 

capital. 

Europe received more than half of 
our total foreign investments of 1924. 
It is difficult to determine the amount 
going annually to Canada as bankers 
who underwrite such issues have cus- 
tomers on both sides of the border and 
business men in either country do not 
hesitate to invest in the other. In 
1924 Canadian Government securities, 
excluding refunding issues, sold in the 
United States to a value of $99,000,000, 
and their corporation securities to about 
$35,000,000. Cuban sugar plantations 
obtained $17,500,000 and other cor- 
porations operating in Latin-America 
about $21,000,000. These companies 
were all under American control. 
Large investments were made in Bo- 
livia and elsewhere without the sale of 
specific securities. Some $81,000,000 
was advanced to various Latin-Ameri- 
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can governments and municipalities. 
Loans to Asia were largely for Japan 
and the Philippines. The former ob- 
tained some $90,000,000 of new capital 
here, and the latter less than $2,000,000. 

The estimated value of American 
investments made abroad during the 
past seven years is given by the Federal 
Reserve system as follows: 


ToraL Foreign Securities FLOATED IN THE 
STaTEes 


Year Amount 
621,512,000 
675,317,000 
897,208,000 
973,011,000 
1,200,000,000 


The United States is unlikely to con- 
tinue foreign investments at the rate 
of a billion dollars a year. The volume 
of these investments will, of course, 
depend upon the relative yield of 
domestic and foreign securities, and 
upon the interest rates here and abroad. 
Great Britain surrendered to the 
United States by transfer or in other 
ways approximately one-fourth of her 
twenty billion dollars of prewar foreign 
securities. But she has available capi- 
tal for investment abroad and interest 
rates in London may easily attract 
borrowers from New York. Other 
countries can scarcely enter the loan 
market for a long time. Of France’s 
nine billion dollars formerly invested 
in Russia, Turkey, Rumania and 
Mexico, fully one-half must be irre- 
trievably lost. Germany’s eight billion 
dollars of foreign investments have been 
expended in the war or largely trans- 
ferred to her former enemies. These 
and other European nations will be so 
occupied for half a century in repaying 
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debts or reparations that they can 


 geareely be fertile sources of foreign 


loans. 


U.S 
_ But policies are more interesting 
than figures—and more important. 
Has the United States a foreign invest- 
ment policy? If so, what is it, and 
how has it functioned during the ten 
remarkable years since we actively 
entered this market? 

It can safely be said that our govern- 
ment has had no clearly defined foreign 
investment policy. As a borrowing 
rather than a lending nation we had 
no urgent need for it. From the days 
of Washington we have been isola- 
tionists in international politics, so 
why should we be otherwise in interna- 
tional economics? The Spanish War 
broke this spell. Presidents Roosevelt 
and Taft gave strong support to foreign 
enterprise—a policy which has been 
designated as “Dollar Diplomacy.” 
President Wilson inclined to a more 
cautious use of governmental power 
abroad. But we have become a power- 
ful unit in the comity of nations. Our 
advice and our participation in inter- 
national finance is expected. When 
consulted we are compelled to formu- 
late some kind of foreign investment 
policy. Because of our power, our 
opinion carries weight. As M. Cail- 
laux remarked recently when his effort 
to give the French debt to the United 
States a political turn was defeated: 
“You can’t say to a power like the 
United States that you won’t pay her.” 

The essential elements of the policy 
now evolved by our government and 
acquiesced in by our investors seem to 
be two: (1) supervision by the State 
Department, and (2) in lands where the 
government is weak and unstable, 
the setting up of a system of financial 
advisers. The former has applied in 
all areas; the latter more particularly 
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in Latin-America and Germany. The 
supervision of the State Department 
has been essentially negative. It con- 
tains no ulterior motive. Its aim is 
to prevent American money from ex- 
ploitation abroad and from promot- 
ing questionable enterprise. Secretary 
Knox once embodied his policy in the 
words: “The State Department will 
give all proper support to legitimate 
and beneficial enterprises in foreign 
countries.”’ As nearly as the prevalent 
attitude of the United States could be 
stated, this expressed it. On another 
occasion (January 1912) said 
“A leading government should deter 
its nationals from making loans not of 
a sufficiently broad purpose to secure 
the approval of said government in 
consultation with the other interested 
powers.” 

Within the past few weeks, at the 
request of the State Department, Mr. 
W. A. Harriman abandoned his project 
to advance $35,000,000 to finance 
German exports to Russia. This loan 
would have made it possible for goods 
bought by the Soviet government 
on long term credits to be guaranteed 
up to sixty per cent by the Reich and 
the German State treasuries. As a 
result of Harriman’s withdrawal Ger- 


man banks began to ask eleven per — 


cent interest for re-discounting Mos- 
cow’s acceptances of drafts, and Chan- 


cellor Luther’s entire program for | 
building up German export trade was | 


jeopardized. The State Department 
has announced that the Administra- 
tion would not look favorably on lend- 
ing money directly to Russia or to 
other foreign countries for promoting 
their trade with the Soviets. 

But the government seldom steps 
in in a positive way. As Mr. Hughes 
expressed our policy (August 30, 1923) 
it is this: 

It must be remembered that the Govern- 
ment of the United States has no power to 
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compel its citizens to lend money or to 
fix the terms of their investment. Nor 
is it in a position to control the action of 
other governments who desire to borrow. 
In this situation our Government endeav- 
ors, by friendly advice, to throw its in- 
fluence against unfairness and imposition, 
and it has at times, with the consent of the 
parties—indeed at their instance—agreed 
to a measure of supervision in the main- 
tenance of security for loans which other- 
wise would have been denied or would have 
been made at oppressive rates. 


This may be said to be the first ele- 
ment of our foreign investment policy 
on the part of the government—by 
friendly advice to throw its influence 
against unfairness and imposition. This 
policy has been warmly welcomed 
abroad. Opposition at home has been 
limited to criticism by those few in- 
vestors who would fling caution to the 
winds and then expect a benign gov- 
ernment to legitimatize and redeem 
their folly. 

The second element in our policy— 
the adviser system—has been less 
favorably received, both at home and 
abroad. Its origin is not shrouded in 
mystery. Recent history has shown 
that private investments, say in rail- 
roads, in foreign countries with weak or 
unstable governments, by nationals of 
strong governments, easily lead to 
spheres of influence with extraterri- 
torial privileges for the strong investing 
country. From spheres of influence, 
by short and easy steps, the powerful 
investing country passes to political 
control of the weak borrowers foreign 
relations. From political control of 
foreign relations to control of domestic 
affairs is a natural and logical step. 
Thus is the aggrandizing nation in 
complete control of the economic life of 
the borrower. Against such a series of 
events our government has guarded. 
The first step in this series is brought 
about by a default in the payment of 
interest or principal. The adviser 


system was instituted to prevent de- 
fault and its attendant evils. This — 
second element in our policy was in- __ 
tended to be like the first, “friendly © aie 
advice” against unfairness and im- 

position in the use of our 
abroad. But “friendly advice” may = 
avail little if in the borrowing group ic: 
sinister influences are at work. If — chs 
governments are weak the party in 
power for a season may invest oreven 
deliberately squander borrowed funds _ 


- with no regard for civic welfare. Serv- 


ice on a foreign debt may mean little 
to such party in comparison with the — 
feathering of its own nest. Hereisthe 
province for the “adviser system.” : 


iia Criticisms 
In criticism of this gov ernment policy 
certain of our citizens, instrumental in 
placing funds abroad and in managing __ 
foreign enterprises established 
ican capital, have complained that our 
government does little to protect 
American funds in foreign countries. — 
As Mr. M. L. Schiff has put it in an — 
excellent monograph on “Foreign Se- | 
curities and the American Investor,” 
apparently nothing has been done to © 
safeguard the rights of our investing 
public, “‘not even to the extent of | 
seeing that customs duties specifically aay 
pledged to bond holdershavebeenmade — 
available to them.” “Such negli- 
gence,” continues Mr. Schiff, “does — 
more to militate against foreign in- 
vestments by our public than all talk 
of foreign trade . . . does to encour- — 
age them.” But at the otherextreme 
is that citizen whose interest inforeign 
lands is, let us say, religiousratherthan 
financial or industrial. He holds no 
such idea of the passivity of the United © 
States in its foreign investment policy. Ris Re 
To him our State Department is the _ hy 
embodiment of grasping greed for the ie 3 
benefit of our vested interests abroad. _ 
The imperialism of the United States 
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he trenchantly berates. We are dollar 
diplomats whose heritage abroad is 
hatred and jealousy. But both these 
critics cannot be right; the ship of state 
cannot be wrecked by both Scylla and 
Charybdis. Dollar diplomacy can 
searcely be indifferent to the financial 
welfare of its nationals. 


OF THE FutuRE? 


But this is the past and we cannot 
change it. What about the future? 
Have we a definite plan for foreign 
investments? Has the government 
or the private banker a design in lend- 
ing abroad, and if so, how will it affect 
our national life? Our radical change 
of status in the investment world makes 
changes imminent and compels more 
purposeful planning. Twenty-two bil- 
lions loaned abroad and increasing 
each year, will entail changes in our 
policy—economic if not political. What 
of these changes? 

Bankers tell us that the American 
public has not yet absorbed the inter- 
national idea. Under the spur of 
patriotism we bought bonds during the 
war but always from an artificial stim- 
ulus. Such stimulus still seems neces- 
sary. We have not made ourselves 
the world’s banker by spontaneous 
commitments. A post-armistice cam- 
paign of education had to be carried 
on; the way has been paved for each 
new offering of importance. Banking 
interests were sounded out in advance 
and public opinion was coaxed by 
inspired dispatches emanating from the 
governments seeking credit. As one 
financial expert put it: 


It will no doubt take years for American 
investors to grow up to their new réle of 
lenders to the rest of the world. Part of 
the cost of floating every foreign issue, 
therefore, must be charged to a general 
campaign of education. Bankers cannot 
dispose of a particular bond issue without 
first selling to the public the general foreign 


country. 


investment idea. The machinery for dis- 
tributing a foreign bond issue here has been 
geared up to a point where it is available 
to foreign borrowers only when they cannot 
get money elsewhere. 


Our future policy then will include an 
educational feature. We must con- 


tinue to stimulate interest in foreign 


enterprises, to attract funds out of this 


On the political side, our foreign 
investment policy is evidently to be 
one with that of the past. It is the 
policy of “‘watchful watching” and in 
the opinion of the writer deserves 
approval in the future as in the past. 
In a memorandum of March 3, 1922, 
the State Department issued its official 
dictum regarding foreign investments 
by declaring that “in view of the 
possible national interests involved, the 
Department should have the oppor- 
tunity of saying to the underwriters 
concerned, should it appear advisable 
to do so, that there is, or is not, objec- 
tion to any particular issue.” The 
government asks to be informed of 
projected loans, although it will “not 
pass upon the merits of foreign loans 
as business propositions, nor assume 
any responsibility whatever in connec- 
tion with loan transactions.” The 
Department thus continues placing 
a somewhat unofficial approval upon 
new foreign security offerings. Such 
action is taken more from the political 
than the economic point of view. We 
guard but we do not guarantee, epito- 
mizes our government policy. We shall 
continue the policy of “non-interven- 
tion.” In carrying out this policy the 
United States Government will doubt- 
less insist on better provision for the 
settlement of disputes by judicial 
process. That superiority of naval 
power is invariably on the side of right 
would scarcely be contended by the 
most callous of statesmen. Nothing 
but the facts in the case deserve a hear- 
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dis. ing in the dispute between a borrower policies at home with an eye to inter- 
been and a lender. When the dispute is national welfare. 
lable between individuals of two strong But what will this mean in concrete 
nnot nations the equality of power pro- terms? With emperor or president, 
' motes justice. When the powerful with democracy or oligarchy we are 
e an ‘lender, however, deals with a borrower bound now to co-operate. Co-oper- _ 
con- whose government is kaleidoscopic and ation is to be the first step in our new 
eign pusillanimous the situation isa different policy. To co-operate successfully we 
‘this one. Then indeed have sixteen-inch must know other peoples and they 
guns turned the scales of justice. must knowus. Nor will this necessity 
eign , Egypt, India, China, the Caribbean for mutual acquaintance and co-op- 
o be are witnesses. eration decrease. Indeed it will in- 
: these But the economics of the situation crease, because we now need to find __ 
d in have changed radically since 1914. new markets abroad to absorb our _ 
TVves This change will force us to a definite surplus capital—a billion a year at the 
past. private investment policy with features present rate. 
1922, quite different from prewar days. : 
ficial ) The modifications in our business AN UNFavoraBLe TRADE BaLANcE 
sents | attitude seem to center about three A still more momentous economic 
the points: change is impending because of our 
1, the (1) A new attitude toward foreign present foreign loans. Foreign trade __ 
ypor- nations and theirdevelopment; must occupy a larger place in our _ 
iters (2) A larger foreign trade; business life. We can loan a billiona _ 
sable (3) A changed tariff policy. year only by exporting that amount of | 
bjec- goods or services. We can receive 
The ON THe Wortp’s Boarpor Directors interest and principal on debts owedto 
dof Our new attitude toward the world us only in the same way. On our 
‘not and its problems is already established. government loans abroad we shall 
loans It took shape with the return of our receive roughly $250,000,000 a year 
sume soldiers from France. The isolation for the next five years, and thereafter __ 
nnec- of Washington’s Farewell Address is annual sums in excess of $375,000,000. 
The as dead as the Industrial Revolution. The amount coming to American 
acing Political entanglements or no entangle-_ private investors is even larger. In ye 
upon ments, World Court or no World 1924 it totaled $441,000,000; in 1925 it 
Such Court, League of Nations or no League, _ was over half a billion. Against this 
itical we are inextricably bound up with the must be set interest and amortization 
We world’s business, and world business payments on foreign investments in 
-pito- can never be separated from world thiscountry. This wasapproximately 
‘shall ( politics. Thelargest stockholdernever $325,000,000 in 1925. Our aggregate | 
rven- has been and never will be able to net returns from foreign investments 
y the absolve himself from participation in nevertheless are now greater thanever = 


oubt- the business, and consequently in the before in our history. And they will 
policy of the corporation. Willy nilly, increase by leapsand boundsasinterest —_ 


r the 

dicial | we are on the world’s board of directors and principal of our government debt | 
naval | and we must plan accordingly. The settlements begin to materialize. This 
right | government policy of the future may means increased foreign trade even 


y the well be negative; the business policy though payments arranged for sixty- __ 
thing will and must be positive. We must two years to come are not made ac- he a 
hear- plan both our loans abroad, and our cording to the debt funding schedules, __ 
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as some of them doubtless will not be. 
To believe that all the vast sums our 
debtors have agreed to pay us will be 
actually received without a shadow of 
turning is to show exceeding great 
credulity. That France, for example, 
will increase her payments of interest 
and principal to us from thirty million 
dollars this year to one-hundred and 
twenty-five million in 1940 and con- 
tinue the latter payments undiminished 
until 1987 pacifies the demands of 
present day American creditors and 
soothes the consciences of our World 
War Foreign Debt Commission, but it 
will never fill their pocketbooks in any 
such measure. Common sense and 
commercial dollars will change that 
schedule, if foreign creditors do not 
anticipate them. We may need mar- 
kets more than money. As Secretary 
Mellon has recently put it: “The entire 
foreign debt is not worth as much to 
the American people in dollars and 
cents as a prosperous Europe as a 
customer.” 

But in spite of a failure to receive 
full payment of government debts we 
shall receive millions annually, more 
than a billion a year even now. We 
may, we must reinvest much of such a 
sum. But reinvestment only post- 
pones the day of repayment. Repay- 
ment spells heavier imports. Immi- 
grant remittances of 1925 amounted to 
$310,000,000, and expenses of Ameri- 
can tourists to $660 million. These 
mean that invisible items on both the 
export and import sides of our balance 
of trade are each well over a billion a 
year. While these items partly quash 
each other, they mean greater foreign 
trade. Our nine billion dollars of 
visible foreign trade items in 1925 are 
bound to grow larger. Nor are other 
stimuli for greater foreign commerce 
lacking. We must have markets for 
our excess production. We now have 
the greatest incentive for foreign trade 
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—the necessity of selling abroad to 
make our total productive power 
profitable. We can now produce fif- 
teen per cent more than our vast home 
market can absorb. 
Not only must foreign trade occupy 
a larger place in our industrial life; it 


must also soon show an “unfavorable 
balance.” It is now showing such a 
turn. The unfavorable balance for the | 
first quarter of 1926 amounted to | 
$123,821,000. The remainder of this 
year may correct the scale to that | 
overrated and misunderstood, but 
much admired “favorable balance.” 
The handwriting, nevertheless, is on 
the wall. An unfavorable balance ( 
must come. And with its coming our | \ 
view will change. When it is among us, a 
it will lose its hideousness and we shall I 
complacently accept the inevitable— 
a position among the creditor nations i 


with an unfavorable balance of trade. v 
t! 

A Repucep Tarirr 

The next logical question of future | v 


policy concerns the tariff. Will our ir 
tariff wall permit large imports or must 

we lower it? Public opinion in the 

United States to-day is about as favor- 

able to reduction of customs as it is to pI 
mixed marriages. The flexible provi- U 
sion of the tariff has raised duties; nota fh 
single reduction has been made under m 
it except on “bob white” quails. m 
Authoritative testimony would seem to 
show that the Tariff Commission is a 
fact-finding body, but that it may find th 
only those facts which support the | 
status quo or increase its rates. But 
this policy too can change. Only re- 
cently isolation and full repayment of 
government loans to Europe were 
corner stones in our foreign policy. 
Isolation now is gone because it was no 
longer tenable as a policy. Full re- 
payment with interest of government 
debts owed to us by Europe was and is 
impossible, and public opinion has 
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come to admit it. We complacently 
accept eighty per cent of the entire 
debt from Great Britain, fifty per cent 
from France and Belgium and twenty- 
five per cent from Italy. Now we even 
marvel at our previous insistence upon 
full payment. Our attitude toward 
tariff may likewise change. A free- 
trade United States is unthinkable, but 
a gradual and consistently continuous 
reduction from our present pinnacle of 
tariff duties is not merely thinkable, it 
is possible; it is imperative. Nor will 
it wreck us; it will indeed seem sweetly 
reasonable even to a manufacturing 
East, reasonable because it will promote 
our best interests. No foreign nation 
will, or can, force it upon vs. Tariff is 
a domestic problem or is thought to be. 
For that very reason it must come 
down; domestic interests will demand 
it. For one hundred and fifty years 
we stood out against the world for 
the “conditional most-favored-nation- 
clause”; in 1925 we voluntarily re- 
versed our attitude for our own best 
interests. 


In CONCLUSION 33 


In conclusion this may be said. The 
present foreign investments of the 
United States are a commanding in- 
fluence on changes in our foreign invest- 
ment policy. In the first place their 
magnitude will demand a well-formu- 
lated, clear-cut and consistent policy. 
The political or government phase of 
this policy seems destined to remain as 
it is—non-intervention in private inter- 
ests, together with safeguarding against 
imposition on borrower or lender. 
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Debt centers will surely be shifted. 
Of our total of twenty-two billion dol- 
lars loaned, twelve billion of govern- 
ment debts and two and one-half 
billion dollars of private loans are in 
Europe at the end of 1925, $4,210,- 
000,000 private loans in Latin-America, 
$2,825,000,000 in Canada and New- 
foundland, and $870,000,000 in Asia, 
Australia, Africa and the rest of the 
world. Government loans are closed. 
Those now in Europe will be amortized 
or painlessly cancelled. Europe must 
recover stability. It will supply in- 
creasingly its own capital and repay 
some of our private loans. Latin- 
America, Canada and Asia will become 
increasingly indebted tous. Canadian 
loans are negligible influences on our 
foreign investment policy; in Latin- 
America and Asia, however, our policy 
will receive its testing. Here if any 
place in international finance, “There 
are no ten commandments.” 

Our money abroad cannot but en- 
hance our influence, enlarge our markets 
and swell our foreign trade. With 
ubiquitous foreign markets and the 
interest payments due to creditor na- 
tion status, an unfavorable balance of 
trade and reduction of tariff duties are 
in the offing. They will come, not in 
spite of our opposition but because 
American funds abroad have changed 
and will continue to change our think- 
ing. We shall favor these changes be- 
cause American interests demand them. 
American foreign investments are to- 
day the greatest influence on the for- 
eign investment policy of the United 
States. 
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HE problem of our foreign invest- 

ments is the problem of our foreign 
relations. It is even more. It in- 
volves the question of our mental and 
moral attitude towards the rest of man- 
kind. Beside every problem of in- 
vestment is a problem not only of 
economics and finance, but beneath 
these are the problems of politics and 
international ethics, for at bottom 
every political question is a moral 
question. 

Professor Collings, in his very able 
paper, has clearly depicted the marvel- 
ous change which has so suddenly come 
over the commercial relations of the 
United States towards other nations. 
This was in part due to the develop- 
ment of our industrial system, which 
had outgrown the confines of our own 
country and sought expansion abroad. 

Years before the World War thinking 
men had begun, perhaps dimly at first, 
to see what was coming. In this con- 
nection, one of the most significant 
utterances was that of President Mc- 
Kinley, just before his death, in his 
well-known Buffalo speech, in which he 
_ clearly recognized the need of a broader 
national conception of our foreign 
commercial relations. 


U. S. LEADERSHIP 


But it was the great World War that 
hastened and at the same time revealed 
_ the transformation. Suddenly all men 
came to realize our newly-achieved 
commercial, industrial and financial 
leadership of all nations. The world 
_ awakened to the realization that the 
- United States led all other countries 
in the production of the great basic 
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products on which civilization must 
ultimately rest-——in the production of 
meat and wheat, of lumber and oil, of 
iron and steel, of cotton and corn, 
of copper and coal. 

Our financial leadership had become 
no less undeniable. At least one-half 
of all the gold and perhaps one-half of 
all the wealth of the world had passed 
into the hands of the people of the 
United States, while at the same time 
upwards of twenty billion American 
dollars had been loaned to foreign 
countries or had found investment 
abroad. 

But with the close of the World War 
the increase of our national wealth and 
our foreign investments did not come 
to an end. Since that time approx- 
imately a billion dollars of American 
money has found investment abroad 
every year and perhaps another billion 
annually has found its way across the 
ocean in the form of immigrant remit- 
tances and tourists’ expenditures. At 
the same time, our foreign trade, ac- 
cording to Secretary Hoover, has in- 
creased thirty-seven per cent since 
1913, while no other country has been 
able as yet to equal its trade level of 
that year. It must be perfectly ob- 
vious, therefore, to any thoughtful 
mind that the problem of our foreign 
investments, as well as of our interna- 
tional relations, has become one of the 
most pressing and important questions 
that confronts us to-day. 


DIvERGENT ScHOOLs or THOUGHT 


We need to adopt a policy. The 
course we take should be one of choice 
and not of chance. There should be a 
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conscientious and wise selection of the 
road to be traveled and a steadfast 
purpose to follow it consistently. In 
order that the policy which we choose 
shall be a wise one, we should visualize 
clearly the alternative before us and the 
differences of opinion that now divide 
our people on this and other questions 
of our foreign relations. There are in 
this country two divergent lines of 
thought, a distinct cleavage of public 
opinion onthissubject. Ontheoneside 
we have those who, for lack of a more 
accurate word, might be termed nation-| 
alists. Their ideal is that of a self-suffi- 
cient and self-contained nation. They 
believe that we should keep aloof from 
Europe; that we should avoid all con- 
nection with the League of Nations and 
the World Court; and that our wisest 
policy is, in the main, one of isolation. 

They call attention to the vast, un- 
developed resources of this country and 
to the fact that never before in history 
has a nation become a great creditor, 
when its own natural resources were so 
comparatively little developed as those 
of the United States. They prefer our 
spending our money at home to foreign 
investments, which, moreover, they 
regard as fraught with danger. They 
are strongly opposed to everything that 
savors of imperialism or militarism. 
They are ready to grant immediate in- 
dependence to the Philippines and to 
withdraw from Haiti, San Domingo 
and Nicaragua. They frown on ar- 
maments, in general, and may, not 
unfairly, be termed as_ essentially 
pacifist. 

To these good people, Washington’s 
Farewell Address is not a dead letter, 
but a living truth. Its vital force was 
recently shown in the primary election 
held in my own state of Illinois. The 
Farewell Address was there referred 
to and quoted on innumerable plat- 
forms and the candidate for the United 
States Senate, who was thought to 


stand for a closer relation with Europe 
than his opponent, was overwhelmingly 
defeated. This school of thought is 
particularly strong in the South and 
West and, in many sections, is stressing 
the needs of agriculture and demanding 
farm-relief. 

The other school of thought might 
possibly be called the internationalist, 
although I wish it clearly understood 
that I am using both the terms “na- 
tionalist” and “‘internationalist” for 
the sake of convenience and classifica- 
tion, and am not claiming that they are 
accurate terminology. The so-called 
nationalists insist upon the importance 
of industry and commerce and are 
particularly strong in the eastern 
states. They believe in joining hands 
with Europe and in the wisdom and 
benefit of foreign investment. They 
would probably favor the retention of 
the Philippines. While in no sense 
militarists, they believe thoroughly in 
national defense and preparedness for 
war. They are not averse to our coun- 
try becoming a member of the World 
Court. With regard to the Allied war- 
debts, they are in favor of liberal settle- 
ments with our debtor nations, urging, 
among other things, that such settle- 
ments would be of benefit to our com- 
mercial relations and increase our 
foreign trade, and incidentally pave the 
way for further loans and investments 
abroad. 

These opposing views have clearly 
shown themselves in the debates and 
votes in Congress on all questions in- 
volving our foreign relations, for Con- 
gress is a miniature of the nation and 
reflects the predominating opinion of 
the various sections of our country. 

It seems obvious to me that a wise 
policy will take fully into consideration 
these divergent views and will seek, if 
possible, to reconcile and harmonize 
them and thereby arrive at a just and 
wise decision. A policy of blindness 
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and drift would, to my mind, be the 
worst of all. 


SuGGEsTeD REMEDIES ty 


I venture therefore to offer the fol- 
lowing thoughts. The menace of war, 
its horrors and losses, are infinitely 
greater to-day than ever before and it 
is the height of folly to overlook these 
dangers. The ideal of a self-sufficient 
nation has reason back of it, although 
it should not supplant the ideal of a 
freer intercourse and a closer and more 
harmonious relation with other nations. 
No foreign policy, therefore, which 
could in any wise cripple development 
at home, would be justifiable. For 
this reason, the just demands of ag- 
riculture, for instance, should be heeded 
and, so far as possible, this country 
should be kept self-supporting. 

Commerce with countries less highly 
developed than those of Europe, whose 
products are, for the most part, non- 
competitive, should therefore be en- 
couraged. This applies particularly 
to South America, which can supply us 
with many things which we cannot 
produce in our own land. Closer and 
better commercial and other relations 
in the Western Hemisphere, therefore, 
are clearly of the greatest advantage 
and sound investments in such case can 
unquestionably be defended from the 
standpoint of the highest statesman- 
ship. 

In our relations with Europe we 
should seek to have the balance of 
trade between us adjusted and kept 
fairly even. Otherwise, we shall 
sooner or later reach the saturation 
point in our foreign investments. We 
cannot hope permanently to have our 
exports in excess of our imports and 
returns on our investments in other 
countries. 

In the present chaotic condition of 
international law and foreign relations 
conditions, it is undoubtedly true that 


there will be an added danger with 

_ every American dollar which crosses 
the seas for investment abroad of in- 

~ ternational complications and possibly 
friction, and even war. But the 
remedy for this is not aloofness from 
Europe, nor our refraining from making 
sound investments there, but in an im- 
proved and more enlightened interna- 
tional order. 

In this connection, some of the 
remedies, or rather safeguards, which 
are designed to promote better in- 
ternational relations may be of interest. 
One is a resolution, now pending in the 
House of Representatives, introduced 
by Congressman Tinkham, which re- 
quests the President to call another 
Hague Conference for the purpose of 
codifying international law. While I 
realize fully that law is a progressive 
science and must be built up during a 
long course of years from precedent to 
precedent and by judicial decision, and 
that it will be impossible completely to 
codify international law under present 
conditions, yet I believe that substan- 
tial advance can be made in that direc- 
tion, and that now is the time to begin 
the work. 

In the absence of a complete code of 
international law, I believe also that 
the nations of the world might well 
consider the possibility of an agreement 
on a code of international ethics. If 
this idea should seem visionary and 
impractical, I would call ‘attention to 
the fact that in this country the legal, 
medical and other callings have their 
codes of ethics, which are regarded as 
binding and which supplement existing 
law and undoubtedly tend to raise the 
standards of such professions. There 
is no difference in principle between 
individual or national and international 
morality. The best motto which we 
could adopt would be: “‘ Nothing can 
be right between nations, which is 
wrong between men.” _ 
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Another resolution, also pending in 
Congress, is that of Senator Shipstead, 
which, among other things, would de- 
clare it as the policy and principle of 
this nation never to attempt to collect 
debts due to its nationals by force of 
arms, or, indeed, force of any kind. 
This might possibly be termed the 
Drago or South American doctrine. 
It should be given most careful con- 
sideration as a declaration of national 
policy and principle. 

The coming Disarmament Confer- 
ence should also prove of the greatest 
importance. One of the lessons of the 
past is that great armaments are a 
constant incitement and temptation to 
war. With the reduction and limita- 
tion of armaments, may we not hope 
that the chances of war will be greatly 
lessened, and at the same time the 
danger of international friction dimin- 
ished, which may confront us at any 
time, and which might come with the 
repudiation or at least non-payment by 
some foreign country of its debts or of 
foreign nationals of their obligations to 
us? 

I strongly believe, also, that some 
method for the peaceful settlement by 
arbitration and mediation, and in some 
instances judicial decision, of interna- 
tional controversies is bound to come 
and should be encouraged. 

Above all, a change of heart among 
men and nations is most important and 
a different view should be taken of in- 
ternational commerce and _ finance. 


Co-operation rather than cut-throat, 


competition should be our ideal. 
Much of the old spirit of mercantilism 
which was thought to have been 
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destroyed by the iron logic of Adam 
Smith in his famous work, “The Wealth 
of Nations,” still lingers and hampers 
the fullest development of international 
commerce, and interferes with the best 
relation of nations one to the other. 
Foreign trade should not be regarded 
in terms of imperialism or militarism. 
It should not be looked upon as a 
struggle to conquer markets, but as a 
joint undertaking to develop the re- 
sources of the world and to benefit the 
human race by honest trade. The 
conception of mercantilism was that 
only one party to a bargain could profit 
thereby; the modern and true principle 
is that legitimate commerce benefits all 
parties concerned, seller and buyer 
alike. 


“Tue oF PRINCIPLES” 


May we not indulge the hope that 
our country will take the lead not only 
in promoting beneficial trade between 
our own and other nations, but in 
furthering the spread of higher ideals 
in commerce, international morality 
and justice and in securing to mankind 
the greatest possible blessing that could 
be conferred upon the human race, a 
just and lasting peace? 

The policy of our country as to its 
foreign investments should rest upon 
principles clearly conceived and de- 
votedly followed. By this course alone 
can prosperity and peace be assured. 
I close with the words of Ralph Waldo 
Emerson, with which he concludes his 
great essay on “Self-Reliance” and 
which I might take as the text of this 
address—‘‘Nothing can bring you 
as but the ape of principles.” 
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The Practical Side of America’s New Foreign 
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HE manner of selling investments 

to the American investor to-day is 
through a great educational campaign. 
I thought myself fairly well educated, 
but when I read the material that is 
submitted to the prospective investor 
on Poland and Finland and Japan and 
the other nations whose bonds are 
being offered to our people, I find that 
my education about these countries is 
very incomplete. We Americans, be- 
cause of the insularity of our life hereto- 
fore, have not had anything like a true 
appreciation of what the other nations 
of the world are, and of the industries 
and resources which they contain. To 
my mind, one of the chief events hap- 
pening in America as a result of our 
changed status is that we are beginning 
to find out in some degree what the 
rest of the world really is and has. 
While that enhances our pride perhaps, 
in being to-day the richest in resources 
and the most powerful, at the same 
time, as a result of this study, the gap 
which we theretofore thought in our 
pride existed between us and the 
rest of the world seems not nearly 
so wide because we have found that 
the rest of the world has more and 
is finer than we previously realized. 
Such education is bound to have its 
influence upon the future policy of 
this nation. 

It is very unfortunate that this edu- 
cation has come so closely after the 
dislocations of war, because having 
come when credit resources were 
strained to the utmost it has been ac- 
companied with loans at practically 


Investment Policy 


By Hon. Franxuin W. Fort 
Member of Congress, Washington, D.C. 


prohibitive rates of interest and of 
amortization,—the effect of which on 
the mind of the investor is to make the 
investment seem of less intrinsic value. 
We all think the security that is offered 
at four per cent interest is a better one 
than the one that is offered at eight 
per cent. We think the other man 
would not offer eight per cent if his 
security were as good. And, unfor- 
tunately, we in America are learning 
to invest abroad on an eight per cent 
basis. The securities we have been 
buying deserve, in most cases, a better 
rate and should secure it because of the 
resources and good faith of the nations 
to which we are making the loans and 
because of the fact that we are dealing 
so largely with nations, not corporate 
or individual borrowers. However, 
in my judgment, the education that we 
are getting will prove of tremendous 
value in stabilizing our foreign rela- 
tions for another reason, namely, it is 
reaching the interior of the country. 
I happen to be a member of the Com- 
mittee of the House of Representatives 
which has recently been discussing the 
great agricultural problems of America. 
Witness after witness coming from the 
Middle West and South has pointed 
out to us the necessity of developing 
the foreign markets for our prod- 
ucts by loans and credits. This is 
a completely revolutionary develop- 
ment in Americin thought. Hereto- 
fore, practically the only loaning 
to Europe or to other foreign na- 
tions has been done by the Atlantic 
seaboard. 
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Errect or Epucation 


So we are to-day educating our whole 
people. Now what will be the result 
on our foreign policy? We have a 
parallel at home. All of our utility 
corporations in America, for the last 
fifteen years, have gone out on a cam- 
paign for increasing the investment of 
the people in their companies, in order 
to secure the good will, to add the self- 
interest of the consumer to his mere 
necessity which heretofore marked his 
only relation. The effect of this policy 
is certainly notable. The same thing 
is happening tothe people of the United 
States with reference to the rest of the 
world. Our people are putting their 
money abroad, and, as they continue 
to put it abroad in increasing measure, 
so will their interest increase in what 
happens abroad. For example, con- 
sider Great Britain. What must we 
Americans concede to Great Britain as 
a force in foreign affairs? I think we 
must concede that Great Britain in the 
last two generations, at least, has been 
the great stabilizing force in inter- 
national relations. Great Britain’s 
voice has been cast, generally speaking, 
in the interest of the avoidance of war. 
This has been partly because of the 
common sense and high calibre of 
British statesmanship, but I think even 
more so because Great Britain has had 
her money invested in every nation of 
the world and, therefore, one nation 
could not be scratched without hurting 
a British investor. Even the “isola- 
tionists,’’ to whom Congressman Rath- 
bone has referred,' realize that America 
must endeavor to provide stabilization 
in the world and the avoidance of war. 
In that respect if we continue our new 
investment policy, I believe we will 
stand side by side with Great Britain in 
the maintenance of international peace. 

Great Britain has _ traditionally 


1 See page 80. 
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guarded the interests of her investors. 
I do not believe that our people are yet 
ready to go to the length that Great 
Britain has gone in this respect, and it 
is partly because we are not yet ready 
to give the governmental assurance of 
protection abroad that our investors 
are unwilling to loan on lower rates of 
interest. We are not yet ready to go 
to the length that England has gone, 
largely because we are readier to 
concede to the rest of the world 
the right of self-determination as to 
their government and laws. Whether, 
as a result of foreign investment, we 
shall get away from this feeling is some- 
thing only the future can determine. 
Personally, I hope not. 


Discouraces Wars 


Finally on this point, nothing that 
you can do with your money, whether 
you are an individual or a nation, can 
prevent emotion or prevent emotion 
causing war. Most people regard 
their money very jealously, but I know 
of but few who when their pride or anger 
is touched will place their wealth ahead 
of the satisfaction of these human 
emotions. Therefore, I do not believe, 
as some do, that the mere development 
of a foreign investment policy—any 
more with us than it did with Great 
Britain in 1914—will prevent us from 
taking that view of international 
affairs which causes us to proceed on 
the side we believe to be right, if the 
issue is put squarely up to us. However, 
it will have a tendency to restrain speed 
of action on minor grievances. It will 
help to build up in the nation a re- 
sisting force against being swept off 
our feet, too speedily, on some trivial 
matter. Therefore, the growth of for- 
eign investment on the part of our 
people certainly means, in some de- 
gree at least, the limitation of the 
probability of our engaging further _ 
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_ Abroad, we are known, and I think 
with some justice, as fundamentally 
selfish, because of the way we talk 
about ourselves. The idea of dollar 
diplomacy is the idea that Europe has 
of American diplomacy. The idea of 
the Shylock has been aided by the rates 
of interest and the terms of amortiza- 
tion which we have demanded on our 
loans and by our insistence on the 
settlement of the foreign debt to our 
nation. To me that is not a true 
picture of the heart of the American 
people. You will rarely get an Amer- 
ican openly and publicly to do a decent 
thing and admit that he is doing it for 
a — motive. 
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him some sort of a selfish reason for 
doing the thing that his heart dictates, 
He is rather ashamed of doing a good 
deed and feels like the small boy in 
school on the dunce stool must feel to 
be caught doing a good thing. But the 
heart of America is inherently sound 
and the people of this nation desire 
to do good by all the nations and all 
the peoples of the world. And so 
personally I am delighted to see us 
getting an excuse for the future through 
our foreign investment policy—an 
excuse to step more readily and more 
easily into world affairs as an influence 
toward their stabilization and toward 


the prevention of war. — 
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Present Tendencies in the Investment of American — 
Capital in Europe 


By Louis E. Van NorMAN 
Commercial Attache, Bureau of Foreign and Domestic Commerce, Department of Commerce 


NE of the most impressive and 

significant developments in the 
financial and economic history of the 
modern world is the shift of the United 
States from a debtor to a creditor 
nation. 

This change has in it potentialities 
for profound modifications in the for- 
eign policy of our country—modifica- 
tions much more profound and far- 
reaching than our people, as yet, 
apparently realize. 

Until the outbreak of the Great 
War, the United States was a debtor 
nation. For more than a hundred 
years foreign nations had been invest- 
ing heavily in American enterprises. 

In 1843, in a report by a Committee 
of the House of Representatives, it 
was estimated that our state and mu- 
nicipal governments were then in 
debt to Europe to the amount of at 
least $150,000,000, the bulk of which 
had been incurred between the years 
1821 and 1837. In addition there 
probably was foreign money invested 
in private enterprises in this country. 
Of these investments, however, we 
have no record. In 1880, the total 
of American securities held in Europe 
had increased to $2,000,000,000. By 
1899 it had reached $3,300,000,000. 
Our period of investment abroad then 
began and, by the spring of 1914, with 
full allowance for our own foreign 
investments, we were a debtor nation 
to the amount of approximately $3,- 
000,000,000. At that time (according 
to rough estimates made by the United 
States Department of Commerce in 
its study of ““The Balance of Inter- 
national Payments”’) our investments 


abroad probably totalled somewhat 
over $2,000,000,000. 


War Turns Tipe or INVESTMENTS 


The emergency of the war turned 
the tide. Such surplus as British, 
German, French and Belgian capi- 
talists then had at their command was 
directed to the battle fronts, instead of, 
as theretofore, to the development of 
foreign economic fields. The war also 
stimulated the need of the older conti- 
nent for American goods and credit. 

Between 1915 and 1920, every one 
of the leading European nations be- 
came a debtor to the United States. 
During these years, moreover, it has 
been estimated by conservative author- 
ities, Americans bought back more 
than $2,000,000,000 worth of American 
corporate and other securities which 
had been held in Europe. Since 1920 
another round billion has been re- 
turned to us. Then, because of Eu- 
rope’s war needs, a vast amount of new 
American capital was exported, prin- 
cipally in the form of warloans. Loans 
by our government to the governments 
of foreign countries during the war, 
and the reconstruction period which 
followed, make up the largest single 
unit in this export of American capital. 
The total of these obligations, many 
of which have now been funded, with 
accrued interest, was well over $10,- 
000,000,000. They consist of (a) war 
credits to foreign governments, (b) 
obligations assumed by those govern- 
ments for the purchase of materials 
of various kinds from the United States 
after the Armistice and (c) accrued 
interest on the obligations. en 
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In the summer of 1914, our foreign 
investments consisted very largely of 
foreign branch plants in Canada, in 
mines, railroad and petroleum proper- 
ties in Mexico, in mines in Chile and 
Peru and in sugar enterprises in Cuba. 
It has been estimated that, of our total 
foreign investments at that time, more 
than a third (say, from $700,000,000 
to $800,000,000) were in Mexico; 
$450,000,000 in Canada and some 
$150,000,000 in Cuba. The remainder 
was largely spread out in the other 
Latin-American countries, in Europe, 
and in the Philippines and other 
regions of the Far East. To-day (ex- 
clusive of the amounts owed our 
government by other governments) 
our total foreign investments are more 
than $10,500,000,000. Capital from 
the outside world invested in American 
enterprises is probably around 383,- 
000,000,000. So that, in this spring 
of the year 1926, we are a creditor 
nation to the sum of at least $7,500,- 
000,000. This enormous sum is not 
only in the bonds of foreign govern- 
ments, states and municipalities, and 
in the securities of a widely diversified 
list of foreign industrial enterprises 
(the government of the foreign corpora- 
tion involved sometimes guaranteeing 
to support the issue) but also in the 
_ direct investments of American com- 
panies established abroad. 

As indicated, perhaps the most note- 
worthy feature of this list of the tasks 

to which our capital has set itself 
abroad is the change in the proportion 
invested in Europe. Immediately be- 
fore the war, Europe had only some 
$250,000,000 or $300,000,000 of our 
. money. To-day she has fully $2,500,- 
000,000. 


Nature or Our INVESTMENTS 


Our investments in Europe consist 
more largely of government securities, 
or government guaranteed obligations, 
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than they do elsewhere. According 
to the study of the Department of 
Commerce already referred to, $1,- 
825,000,000 has been invested in such 
securities by American investors. This 
sum represents about three quarters 
of our total European investments, 
while less than a quarter of our total 
investments in Latin-America consist 
of such items. 

There is another respect in which our 
investments in Europe differ from those 
elsewhere. The investment of Ameri- 
can capital in European corporations 
has been largely in the bonds of these 
corporations and does not affect the 
control of such. For example, about 
$65,000,000 of German industrial se- 
curities were publicly offered in the 
United States during the latter part 
of 1924 and the first quarter of 1925. 
These are controlled entirely by Ger- 
man capital. On the other hand, only 
comparatively few loans have been 
publicly offered for the account of 
private enterprises in other parts of 
the world, which are not controlled 
by Americans. In this connection it 
is, of course, obvious that the develop- 
ment of American branch factories in 
countries of Western Europe is prac- 
tically restricted to a few special types 
of industries in which the American 
people excel, while our expansion in 
Canada, Mexico, Cuba and Latin- 
America has been practically unlim- 
ited by such considerations. 


SIGNIFICANCE OF Dawes PLAN 


While strictly speaking the Dawes 
Plan was not the first expression of the 
American participation in the economic 
salvage of Europe after the war, it 
was a very significant act, which in- 
duced a new flood of loans to Europe. 
In point of time the Austrian recon- 
struction program, introduced under 
the auspices of the League of Nations, 
was the first. This required an inter- 
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national loan to place Austria on 
its feet, amounting to $135,000,000. 
Twenty-five million dollars of this 
loan were taken by American investors. 

In 1924, a reconstruction program 
for Hungary (very similar to the one 
applied in Austria) was inaugurated, 
and, of the international loan required 
for this purpose, $9,000,000 were taken 
in the United States. Sweden re- 
ceived a $30,000,000 loan which as- 
sisted her in the return to the gold 
standard, and the French government 
and French railroads and the National 
Mail Steamship lines (which enjoyed a 
government guarantee) borrowed al- 
most $150,000,000 in our investment 
market. The $100,000,000 (the so- 
called Morgan loan) was borrowed by 
the government largely for exchange 
stabilization purposes, and the rail- 
road loans, even though borrowed for 
other purposes, were of value in this 
connection. 

The German loan provided for in the 
Dawes Plan—the American portion of 
which amounted to $110,000,000— 
served the two-fold purpose of re- 
plenishing the gold reserve of the 
Reichsbank and serving as a medium 
for financing “Reparations in Kind.” 

The flotation in this country of 
foreign loans such as those mentioned 
above has created a demand for Ameri- 
can financial experts to inaugurate and 
administer financial reform. The work 
of the American members of the Com- 
mittee of Experts which drafted the 
Dawes Plan is a noteworthy instance 
of this co-operation. Mr. Seymour 
Parker Gilbert, formerly under-Secre- 
tary of the Treasury, was appointed 
to the very important post of Agent 
General of Reparations, charged with 
the task of supervising the transfer 
of funds deposited in the Reichsbank 
for reparations accounts. Mr. Jere- 
miah Smith, a prominent Boston 
attorney, was selected as Commissioner 


General of the League of Nations for 
Hungary, to administer the reconstruc- 
tion plan in that country. 

In all the Scandinavian countries 
private American funds have aided in 
financial and industrial recuperation 
of the losses sustained during and im- 
mediately after the war. In Sweden 
and Denmark, American credits have 
been closely identified with projects 
for the stabilization of exchanges. 
Several private industries in these 
countries—and Finland—owe their re- 
covery to American capital. Belgium 
also has received such assistance. 

Largely as a result of our engineering 
ability, moreover, American firms have 
been able to secure important con- 
tracts for the construction of highways, 
railroads, sanitary works, etc., in 
Latin-America, Europe and te Far 
East. Many of these projects have 
been financed by means of loans in the 
United States. These include hydro- 
electric plants in northern Italy, rail- 
road and port construction in Yugo- 
slavia, a wireless telegraph station for 
the Polish capital, the installation of a 
modern telephone system in Spain and 
two extensive development projects in 
Greece, the drainage of the Saloniki 
Plain and the building of a water 
system for the city of Athens. 


Factor or AMERICAN Tourists 


Among the factors which have been _ 
quite important in bringing ourcountry 
before the eyes of the world in recent 
years, American tourists must be con- 
sidered. In 1924, according to records 
of the Bureau of Immigration, more 
than 300,000 of these tourists went 
abroad, not including those who vis- 
ited Canada. Besides, there are a 
large number of Americans who live 
abroad more or less permanently. 
According to the study of the Balance 
of International Payments issued by 
the Department of Commerce, the 
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amount of money expended by tourists 
and Americans residing abroad is 
estimated to have amounted to about 
$600,000,000 during 1924, of which at 
least $250,000,000 went to France. 

According to other figures compiled 
by the Department of Commerce for 
the year 1925, there were, in that year, 
79 government and 72 corporate flota- 
tions of foreign capital in the American 
investment market. Among the major 
flotations (including bankers’ loans 
and short term credits), 22 different 
countries were represented. The total 
volume of new capital loans to foreign 
governments and corporations for the 
year was $1,031,000,000. This total 
does not, however, include our direct 
investments abroad which probably 
amounted to a quarter of a billion 
dollars in 1925. Our private citizen 
investment in Europe since the war 
has increased at the rate of about 
$1,000,000,000 a year. 

Taking all these items into considera- 
tion, it may be said that to-day the 
aggregate foreign holdings of American 
investors total over ten and a half 
billions, while our government loans 
abroad bring up our foreign credits to 
a total of around twenty-one billions. 
The combined total of investments now 
exceeds the entire national wealth of 
the Dominion of Canada, and is more 
than double the wealth of Belgium. 
Put in another way, $10,500,000,000 of 
the wealth of the United States—or 
some $ per cent—is now at work out- 
side of our borders. 

This extraordinary shift in the inter- 
national balance sheet is the outstand- 
ing aspect of recent American history. 
Its implications reach far into our 
future as well as into the future of the 
rest of the world. 


NEED FoR AN INVESTMENT Po 


_ _Have we, as a nation, an investment 
policy? We are beginning to have 
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one. Has this become part of the 
texture of our larger policy as to for- 
eign affairs in general? Not yet, per- 
haps. Nevertheless, it must become an 
important factor in our general foreign 
policy in the not far distant future. 

Before the Great War, much of the 
success achieved by British and Ger- 
man commerce, particularly the latter, 
in foreign lands was due to the policy 
of what the Germans called investment 
in the “permanencies”’ (public utilities, 
as well as mines, etc.). Both of these 
countries had an enlightened foreign 
loan policy which went far deeper than 
the mere unloading of large amounts 
of goods on credit. It is perhaps a 
truism to say that only good can come 
from an intelligent co-operation in the 
economic rehabilitation of the econom- 
ic life of a country with which we 
expect to do business. 

Since the security and productivity 
of investments are always more or less 
dependent upon the political stability 
of governments and upon their aid to 
private interests which may compete 
with foreign investors, it is inevitable 
that the vast increase of American 
capital abroad has carried with it a 
need for somewhat fuller participation 
in the international, political, and 
economic developments that have taken 
place in the world since the war and 
that are still going on rapidly. This 
is not a question of choice or decision. 
It is already a “fait accompli.” 

Our public official attitude toward 
loans abroad is set forth in at least 
three announcements, one of which is 
expressed in a Congressional resolution. 
The others may be found in public 
utterances of cabinet members. 

A Senate Concurrent Resolution, 
adopted in February of the present 
year, requests the President to direct 
the Departments of State, Treasury, 
and Commerce, the Federal Reserve 
Board and all other relevant govern- 
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ment agencies to refrain, without 
specific prior authorization from Con- 
gress, from in any way committing 
or engaging the responsibility of the 


, government to any arrangement for 


assisting, supervising, or forcing by 
intervention or other means, the carry- 


| ing out of financial agreements made 


by private American citizens with 
governments or citizens of other 
countries. 

In several recent public addresses, 
moreover, the Secretaries of State and 
Commerce (speaking on these matters, 
it may be assumed, with the knowledge 
and approval of the President) have 
let it be known that our government 
has advanced toward the formulation 
of a policy with regard to the invest- 


) ment of American capital abroad at 


least far enough to insist upon as 
necessary preliminaries to any govern- 
ment approval of such investment, 
assurances that: 


1. The purposes for which the funds 
are used shall be identified with 
economic development—not 
war. 


2. They shall not be applied to sus- 
tain or develop government 
monopolies (controls) of raw 
materials essential for the nor- 
mal peacetime consumption of 
our own people. 


It need not be feared, by those who 
know the American character, that 
this tightening up of international 
economic connections will carry with 
it the danger that our foreign policy 
may be too strongly bound up with 
questions of financial expediency, to 
the neglect of those interests which 
affect the welfare of all classes and of 
the world at large. International 
peace and progress—it is safe to say— 
will always be of prime concern to 
Americans. 
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HE question under discussion con- 

cerns not only the advisability of 
some form of policy to direct our foreign 
investments but concerns also the ques- 
tion whether—or not—a policy is 
susceptible of adoption and pursuit. 

The first speaker has quite properly 
differentiated between policy to be 
pursued by the bankers or persons 
lending money abroad, and policy to 
be pursued by the government itself. 
Once a definite policy be accepted by 
the government the private citizen may 
direct the course of his foreign loans in 
conformity therewith and may make 
loans, or not, as he believes the United 
States Government will add to the 
security of his investment. 

But it is advisable to inquire as to the 
probability of there being adopted by 
the government any fixed and definite 
policy so that it may be referred to as 
and relied on as the policy of the govern- 
ment of the United States. 

It is quite true that our government 
has not had a very well defined policy 
in that respect, and probably true that 
our government cannot determine on 
and announce one with any reasonable 
assurance on the part of the banker 
that it will be adhered to. The reasons 
which underlie that statement lie in the 
form of our constitutional government. 


CONSTITUTIONAL RESTRICTIONS 

Foreign policy is placed, by the 
Constitution, in the hands of the 
President. Over his actions there is 
no control by other branches of the 
government except, first, that treaties 


Limitations upon the Adoption of any Foreign 
Investment Policy by the United States 


By Hon. BreckinrinGe Lone 
Washington, D. C. 


entered into by the Executive must, 
before ratification, be consented to by 
two-thirds of the Senate; second, that 
aggressive action directed by the Presi- 
dent cannot plunge us into formal war 
without action by both houses of the 
Congress and, third, that the agents 
selected by the head of the govern- 
ment, whom he intends to send abroad 
as diplomatic and consular represent- 
atives, must be confirmed by the 
Senate. 

Except for these cardinal restrictions 
on the power of the President he has 
practically a free hand. He can make 
agreements with other governments. 
He can hold all manner of conversations 
with the accredited representatives of 
other governments and can commit 
himself and the executive arm of our 
government to any course of action not 
prohibited by the Constitution—but 
his commitment will not bind his sue- 
cessor in office unless it be given the 
formal sanction of a treaty, duly con- 
sented to by the Senate. Evena treaty 
can be nullified in whole or in part by 
a subsequent act of the Congress. 

But “foreign policies” —so called— 
and as we understand this phrase—are 
not usually expressed by treaties. We 
are wont to speak of the Monroe Doce- 
trine as one of the principal elements of 
our policy. It has not been defined by 
treaty nor by legislation and it is doubt- 
ful if it has been so phrased as to be 
expressive of an understanding which 
would be universally accepted. Its 
name is generally accepted as indicating 
a policy to which we adhere but which 
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depends, for its continuance, not on private citizen cannot go down and 
any formal agreement, not on any law, collect his money. He goes to our 
| but simply on an expression of Presi- government and presents his request 
dent Monroe which was an articulation for assistance. Our government is 
of the sentiment of the country at that sympathetic—but what can it do? It 
| timeand which hassincebeensupported. can request payment. It can with- 
I cite it simply to show the rather draw diplomatic recognition. It can 
informal nature of policies. They are send a fleet of war ships. But it 
| not exactly ephemeral but they have cannot land troops or take aggressive 
| no formal existence. So, when we dis- steps which would amount to war 
cuss the policy of the United States unless the Congress declares war and 
; Government in regard to foreign in- furnishes the money to carry it on— 
vestments, we discuss the possibility and it is doubtful, indeed, that the 
of an informal attitude of mind of the present or any recent Congress would 
person who happens to be at that time declare war on such a statement of 
President of the United States. We facts, and improbable that any Con- 
have not been in the foreign invest- gress in the near future would do so. 
ment field long enough to havea public Without such a declaration, the ex- 
' attitude of mind on the subject. The ecutive branch is without authority. 
, field is not susceptible of fixation by And, without that authority, there is 
legislative act nor by treaty—and a_ no power to carry through an aggres- 
tions succeeding President might have dif- sive policy. In consequence, the Ameri- 
» has | ferent ideas about it. can citizens who underwrite foreign 
nake But even if Presidents succeeding one loans exercise considerable care in 
ents. another through several administra- choosing the governments to which 
tions _ tions should have the same point of advances are made, for they well 
view and should desire to establish a understand the limitations on the 
nmit _ policy concerning loans or investments power of the President. 
‘our _ in foreign fields made by private citi- So that a non-aggressive policy on 
,not ens, so that the policy would be of the part of our government as regards 
but | such character as to be of benefit tothe foreign investments—and as regards 
security-holders in this country, it the support which the government 
the | would develop that an aggressive can give to American investments 
policy would be at variance with other abroad—is part and parcel of our 


con- 

eaty | of our policies. general policy of “non-interference” 

t by We have an unwritten code of the in the internal affairs of another state. 
| government for the guidance of the And, if that applies to loans to foreign 

ed— | executive branch, to eschew any action governments it applies with even 


are | Which would be an interference in the greater force to private investments 
We | internal affairs of another country. in other lands. tre 


Suppose a loan be made by private 
citizens to the government of any 
dby | Particular country, the security for In the latter field—of private in- 
ubt- Which will be custom receipts. Or, ifit vestments—there are even greater ma 
o be | isnot custom receipts which is givenfor obstacles. Weinsist uponoursovereign S 
hich . Security, let us assume the government right to make laws as we see fit for 

Its | of the borrowing country guarantees the internal management of this 
ting | the payment of the loan. Again sup- country. We hope they are always 
hich | pose the payments are defaulted. A just. But, since we insist upon our Py 
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own rights in that respect, we recognize 
a similar right in other governments 
and realize that the property of Ameri- 
can citizens in foreign lands is subject 
to the laws of the land in which it lies. 
We hope these laws are just and can 
use our diplomatic good offices to 
bring injustice to the attention of a 
government which seems bent on an- 
other course—and, fortunately, the 
points of view of the different countries 
as regards justice usually coincide. 
But where they differ, we are con- 
fronted with our “non-interference” 
policy—unless, of course, the violation 
is of such drastic character as to reflect 
upon the honor and safety of the 
United States—in which case the 
Congress would probably agree with 
the President that aggressive action 
would be justifiable. 

But, taken as a whole, it cannot be 
said we have had, have, or will have, 
in the near future an aggressive policy 
as regards foreign investments. 

On the other hand, we have an 
incipient policy of “advice” in the 
matter of foreign loans—whether des- 
tined to public or private borrowers. 
As far as I am informed on the subject, 
this was started under the administra- 
tion of Mr. Wilson and found its first 
expression in the arrangement for 
the Chinese Consortium. Under the 
terms of this Consortium the bankers 
composing the present American group 
agreed to submit to the Department 
of State the terms and conditions of 
prospective loans so that the gov- 
ernment might be in a position to 
suggest to the bankers, before the 
loan was made, that the terms of the 
agreement affecting security, default 
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and payment, ought to be in har- 
mony with the general policy of the 
government. 

This procedure has been followed 
on several occasions since and might 
ripen into a policy if it is consistently 
adhered to, but it can never be more 
than a restrictive policy. By that I 
mean one which will serve as a brake 
on the “impetuosity” of prospective | 
lenders of money abroad who implace | fo 
conditions upon the borrowing nation /; ¢ 

th 
m 
an 


which, in case of default, might be | 
difficult, if not impossible, for our 

government, having in mind its non- 
interference policy, to support. Knowl- __ ff, 
edge, on the part of the banker that | 

the government cannot support a 
proposed condition, might later save | op 
the government trouble, the banker 


an 
prestige and parts of the investing | mm 
public from loss. thi 


These are policies of a non-aggressive tg 


sort which this government has under- _the 
taken and it can undertake similar ones. _jnt 
But it seems to me that the general | jne 
policies of the government are such as dex 
to prevent any really aggressive sup- yx 
port to foreign investments (except of — Prs 
course diplomatic support in well ' ma 


defined cases) ; that constitutional limi- I 


tations are such that no fixed aggres- the 
sive policy can be developed unless § ¢op 
the public point of view changes; and | cer 
that the public point of view will | pro 
not change so as to permit of expression | Th 
as a national policy until there has | ¢ajj 
been an increase in the number of | P; 


holders and a geographical representa- 
tion of holders of foreign investments | A 


far in excess of the present quotas— | aati 

so far in excess as to place that policy | peri 
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By Grorce W. Epwarps, Pu.D. 


N formulating the foreign invest- 
ment policy of the United States 
for the future, it is well to review the 


’ eourse followed by creditor nations in 


the past. Although foreign invest- 
ments were undertaken by the Greeks, 
and the Romans, the cities of northern 
Italy, and later the towns of The 
Netherlands, nevertheless the export 


, of capital developed on a large scale 


only after the Industrial Revolution, 


) and so may be regarded as essentially a 


modern movement. For the purpose of 
this paper consideration will be given 
to the century immediately preceding 
theGreat War. Within this period the 
international movement of capital 


_ increased steadily. until the second 


decade of the 20th century, when the 
overseas investments of England, 
France and Germany expanded to 
many billions. 

In the development of these holdings 
the Continental creditor countries, 
consciously or unconsciously, followed 
certain practices which in the end 
proved inimical to international peace. 
These practices, for they can hardly be 
called policies, will now be reviewed. 


Practices oF CREDITOR COUNTRIES 


A considerable portion of the inter- 
national loans granted in the prewar 
period were applied to unproductive 
purposes. Millions upon millions of 
dollars were loaned for the preparation 
or for the conduct of war, and to this 
end the munition makers of Europe 
were kept occupied in supplying arma- 


_ ment to rival nations in the Balkans, 


the Far East, and South America. 


Foreign Investment Policies and their Relation to 
International Peace 


Foreign loans were often dictated by 
political exigencies. In most of the 
Continental lending countries inter- 
national finance was forced to serve as 
the handmaiden of diplomacy. This 
end was accomplished through govern- 
mental control of the stock market. 
Thus the Berlin Stock Exchange Com- 
mission (Zulassungstelle) was frequent- 
ly required by the German government 
to grant or withhold credit to foreign 
borrowers according to whether or not 
they complied with the wishes of 
Wilhelmstrasse.' As early as 1880 the 
French Minister of Finance exercised 
the right to extend or rescind listing 
privileges on the Paris Bourse.* Ac- 
cordingly, the Bourse was compelled 
on the one hand to admit Russian 
bonds while at the same time to reject 
the stock of the U. S. Steel Corpo- 
ration.2 Due to governmental insist- 
ence, liberal financial aid was given to 
Russia to assure her friendship.‘ 
Prewar loans were granted without 
full consideration of the interests of 
either the domestic investors, as ulti- 
mate lenders or the foreign borrowers. 
Since political rather than business 
factors dominated the extension of 
credit, the interests of investors were 
given secondary consideration. Also, 
the Continental money markets were 
essentially monopolistic in nature, for 
the large banks in each financial center 
were usually bound by a mutual under- 
1 Grunzel—Economic Protectionism, p. 261. 
? Vidal—History of the Paris Bourse, p. 261. 
3 Annals of the Academy of Political and Social 
Science, November, 1916, pp. 38-40. 
* Tardieu—France and the Alliances, p. 88. 
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standing whereby each was assigned 
special territory which no other finan- 
cial institution was expected to invade. 
As a result, borrowers had to pay 
dearly for their money, in some cases as 
high as eighteen per cent. Besides, 
the political needs of the day often 
forced the banks to demand onerous 
conditions which at times seriously 
impaired the sovereignty of the debtor 
states. 

Nationalist control was usually ap- 
plied in the event of bankruptcy. Since 
loans were generally made for un- 
productive ends, for political reasons, 
and without consideration for the 
interests of the borrowers, they fre- 
quently defaulted on their obligations 
to foreign lenders. These in turn 
often resorted to forceful measures and 
tried to collect their debts “at the 
point of the bayonet.” In many cases 
the creditor nation acted alone in 
seeking to obtain payment. Such 
national control was followed by 
unsatisfactory results. This policy 
aroused the jealousy of other nations 
which suspected, and often justly so, 
that single action was being taken to 
derive some political advantage for the 
government itself rather than to secure 
reimbursement for the bondholders. 
Again, the cost of such action was often 
high. This expense was being incurred 
by the nation not only in the interests 
of its own citizens who held the de- 
faulted securities, but for ‘all bond- 
holders regardless of their nationality, 
while the taxpayers of one country 
were compelled to pay the bill. 

These practices thus briefly outlined 
were necessarily followed by conflicts 
between the debtor states and the im- 
perialist creditor nations, and in the 
end among the latter themselves. In 
view of these results there has devel- 
oped a considerable literature which 
accepts the rather fatalistic economic 
philosophy that foreign investment is 


Tue ANNALS OF THE AMERICAN ACADEMY 


essentially imperialistic in the sinister 
sense of the terms, and must inevitably 
be followed by international default.’ 
Even so conservative a writer as H. C 
Adams states that “the granting of 
foreign credit is the first step toward 
the establishment of an aggressive 


foreign policy and, under certain con- | 


ditions, leads inevitably to conquest and 
occupation.”*® Internationa! finance 
need not necessarily . assume an 
imperialistic nature if it avoids the 
practices described above, and instead 
follows constructive policies which will 
in the end render it a force for world 
peace rather than for war. 


Future Po.icies 
What, then, should be the policies of 
international finance in the future? 
(1) Loans should be granted for 


productive purposes. The test of a | 


productive purpose is simple. It is any 
object which leads to the creation 
rather than the destruction of wealth. 
Concretely, it means giving the bor- 
rower funds for the purchase of power 
plants rather than dreadnoughts, for 
the buying of modern high power en- 
gines instead of the latest type of 
seventy-five centimeter guns. 

(2) As a corollary, loans should be 
extended for economic reasons. While 
it is impossible to divorce the govern- 
ment from business, particularly in 
international transactions which bring 
the citizens of one country in contact 
with those of another, nevertheless the 


government can adopt a passive rather | 


than an active réle. 

(3) Loans should be extended with 
due regard to the interests of the in- 
vestors and of the borrowers. 

(4) Cases of bankruptcy should be 
settled by international control. 


5 Hobson, J. A.—Imperialism A Study; Lenin, 
Nikolai—Imperialism the Final Stage of Capital- 
ism. 

See Public Debts, p.25. 
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Is the United States, as the world’s 
leading creditor, pursuing these policies? 

A growing proportion of our loans are 
being granted for productive purposes. 
The volume of government guaranteed 
loans declined from eighty-eight per 
cent in 1924 to sixty-three per cent in 
1925. In terms of dollars our corpo- 
rate loans increased from $103,000,000 
to $384,000,000.’ 

Loans are granted with a minimum of 
governmental interference. Under the 
ruling of 1922, American bankers are 


requested to submit the details of con- ¥ In general, the New York market is not 


templated foreign bond issues to the 
State Department, which then replies 
whether or not the particular loan is 
contrary to public policy. This ruling 
has been applied mainly in connection 
with the efforts of the United States 
Government in bringing to a settlement 
the claim which it holds against foreign 
nations. 

"Balance of International Payments in 1925, 


U. S. Department of Commerce, Trade Informa- 
tion Bulletin No. 99, p. 16. 
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The terms of the loans floated in the 
New York market have been equitable 
for the interests of the investors and for 
the borrowers. A comparison of the 
terms of bonds floated in the prewar 
money market with those issued in 
New York show that the latter are 
technically better as to security, matu- 
rity and redemption and so are more 
satisfactory from the standpoint of the 
investor. At the same time foreign 
borrowers have not been subjected to 
conditions which affect their national 
dignity or impair their sovereignty. 


monopolistic as were the prewar mar- 
kets, but on the contrary is highly 
competitive and so borrowers are 
assured of fair treatment. 

The United States has participated 
actively in the settlement of cases of 
insolvency by international control, as 
seen in the case of Austria-Hungary and 
Germany. Even in the prewar period 
it was the most vigorous opponent of 
national intervention by creditors act- 
ing against South American debtors. 
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wish to outline briefly the facts, as 

I understand them, leading up to 
the one great question between the 
United States and Russia. That ques- 
tion is, should our government extend 
diplomatic recognition to the Soviet 
government of Russia or not? 

Upon the deposition of Nicholas I 
the United States was one of the first 
countries to recognize the new provi- 
sional government under Kerensky. 
The Kerensky government was short 
lived, and then came the dictatorship 
by the Bolsheviks under Lenin and 
Trotzky. We still continued relations 
of a sort with Russia, but withdrew 
our consular and diplomatic represent- 
atives in the spring of 1918 after the 
treaty of Brest Litovsk, and since then 
we have had no diplomatic relations 
with the Soviet government. 


Existina RELATIONS witH Russia 

‘There have, however, been many 


important points and instances of con- 
tact between the two countries. 

In 1918 American troops took part 
in an attempt, sponsored by France 
and Great Britain, to overthrow the 
Bolshevik government. 

In 1919 we furnished aid to Admiral 
Kolchak in his Siberian campaign 
against the Bolsheviks. When Omsk, 
the capital of Siberia, was taken, 
American Red Cross supplies valued at 
$10,000,000 fell into Bolshevik hands. 

President Wilson sent a special rep- 
resentative, Mr. William C. Bullitt, to 
Russia to study the Soviet government, 
and following Mr. Bullitt’s report 


By Hon. Atpert C. 


Governor of Maryland 


ot 


there was a movement, which did not | 


materialize, to have Russia take part in 
a conference at the Isle of Princes near 
Constantinople with the purpose of 
settling her relations with the Allies 
and with the Ottoman Empire and its 


dependencies. 
During the great famine of 1921-22 
the American Relief Administration 


sent millions of dollars’ worth of grain 
and food supplies to Russia, which 
were distributed, under the direction 
of General Haskell, in accordance with 
an agreement between the A. R. A. and 
the Soviet government. By the terms 
of this agreement all American citizens 
imprisoned in Russia were released, 
This American relief ceased in the 
summer of 1923. 

From time to time since then Ameri- 
cans have gone to Russia to observe 
conditions or to obtain concessions 
from the Soviet government. 

Previous to the Revolution, our 
import and export business with Russia 
was but a small fraction of our foreign 
trade. Certain American houses had 
extensive interests there, such as the 
Singer Sewing Machine Company, the 
International Harvester Company, the 
Standard Oil Company and several 
banks and insurance companies. Nearly 
all of these were taken over by the 
Soviet government. In most cases 
restitution and compensation claims 
have not been adjusted. 

It is understood that during the year 
ending last October, the United States 
furnished thirty per cent of all Soviet 
imports, and that the trade between 
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the two countries in 1924-25 was almost 
$108,000,000 as against $48,000,000 in 
the prewar year of 1913. 

For the past two and a half years 
there has been a Soviet commercial 
delegation in this country buying goods 
here, principally agricultural imple- 
ments. 

A postal agreement with Russia has 


been established, and some American - 


concessions have been granted, notably 
the concession to the Harriman inter- 
ests for _— manganese ore. 


Can U.S 


Our State Department, neverthe- 
less, has steadfastly refused to accord 
diplomatic recognition to the Soviet 
government. Our position has been 
that no matter how extensive and 
satisfactory business relations between 
the people of the two countries may be, 
still diplomatic recognition cannot 
come until the Soviet government 
acknowledges Russia’s pre-Revolution 
debts, agrees to adjust the claims of 
American citizens whose property has 
been confiscated and in general demon- 
strates a willingness to conform to our 
ideas of her obligations as a nation. 

The United States is the only one of 
the great powers which has not recog- 
nized the Soviet government. England, 
France, Italy, Germany and Japan all 
have done so. Whether we should do 
so depends in large measure upon the 
attitude we take upon several impor- 
tant considerations. 

How relevant is the fact that we may 
not need Russia economically? 

Should we establish diplomatic rela- 


. Arrorp To Ignore Russia? 


tions in order to assure protection to 
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American citizens who do business with 
Russia on so large a scale? 

How important is it that Russia 
seems to be modifying extensively her 
Socialistic program, and apparently 
recognizes that Socialism can only come 
as a gradual growth? How important 
is it that Bolshevism seems to have 
failed in Russia, and apparently need 
no longer be feared as a world force or 
an American danger? 

The Soviet government, while a 
dictatorship of the minority, appears 
to be the only form of government that 
can hold Russia together. At any 
rate, it is doing so. It is a going con- 
cern, maintains order and is obeyed. 
Its opponents may be many, but they 
seem hopelessly divided and incapa- 
ble of any sort of united action. 
Far removed from American ideals of 
democracy as the Soviet government 
may be, it still seems to suit Russia. 

To what extent would the recogni- 
tion of a government whose principles 
are the opposite of our own give coun- 
tenance to theories and practices of 
government whjch might be injurious 
here? To what extent would that 
give the Soviets a “clean bill of health,” 
so to speak, before the world? 

How long are we justified, under all 
the circumstances, in declining to 
recognize the government which the 
people of another country have estab- 
lished for themselves, and which main- 
tains ordered authority there? 

These po some of the questions 
which go straight to the heart of the re- 
lations between Russia and the United 
States, and which directly concern, too, 


the economic stability of Paes world. 
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T is now nearly eight years since I 
left Russia, having served there in 
the American Red Cross, military and 
diplomatic missions of the United 
States. Several months of the Pro- 
visional Government and some eight 
months of the Soviet power had passed 
under my observation. Being suffi- 
ciently close to the outdoor realities 
to know, when the Bolshevik revolution 
culminated on the seventh of Novem- 
ber, 1917, that this was the end of the 
Kerensky régime, I began immediately 
to deal with the Soviets then under the 
leadership of Lenin, Trotsky and their 
associates. For eight months I tested 
the will and the power of these leaders 
and the dominion of Soviet control. 
Returning to the United States in 
June, 1918, and reporting to our gov- 
ernment at Washington, I advised 
against military intervention and urged 
American co-operation with the Rus- 
sian people struggling to find their way 
to a long delayed freedom. I gave 
evidences to prove that Lenin and 
Trotsky were sincere and trusted lead- 
ers of the conscious Russian masses— 
however wrong might be their political 
and economic theories; that the Bol- 
sheviks were fundamentally opposed 
to the German military autocracy; and 
that the Soviets would probably hold 
power for the period of the war and 
possibly much longer. I recommended 
the sending to Russia of a competent 
diplomatic and business mission to 
negotiate a modus vivendi for dip- 
lomatic and economic relations be- 
tween the United States and Russia. 
For these views there was generous 
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denunciation here and in other lands, 
These critics, claiming a superior 
knowledge of the Russian situation, 
declared that Lenin and Trotsky were 
thieves, murderers and German agents; 
that the Bolshevik revolution was a 
German-directed conspiracy against 
the Allies; and that the Soviet power 
must fall within a few weeks. 

Now after nearly eight years Lenin’s 
tomb is the scene of the daily pil- 
grimage of simple Russian folk, who 
regard him as their great liberator, 


Trotsky shares in the highest offices | 


of the Russian government, and the 
Soviet power is known by all informed, 
intelligent and disinterested persons 
to be the most stable social control 
in Europe. To-day Russia is governed 
by the oldest continuous party cabinet 
in the Old World. 

Alone and outlawed, after the most 
appalling sacrifices in the Great War, 
followed by the even greater sacrifices 
due to civil conflict, famine, pestilence 
and the production destroying theories 
of Communism, Russia has now sta- 
bilized the most fundamental economic 
revolution of history, and is under a 
system of limited capitalism and state 
socialism approaching prewar produc- 
tion in many of the essentials of civi- 
lized life. Her working people enjoy 
the best labor standards in Europe, 
she has adopted the most comprehen- 
sive program for general popular educa- 
tion ever accepted by a responsible 
government, and the most humane pro- 
visions for the welfare of women and 
children yet legalized in the Old World. 
Despite the heavy handicap of non- 
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recognition—without embassy nor con- 
sulates—American business men are 
successfully operating important con- 
cessions and Russian trade in cotton 
alone has brought some one hundred 
million dollars into the United States 
during the last two years. America 
is the only first-class power that has 
not recognized the Soviet government. 
Is our government less stable and are 
our people less immune from the virus 
of Communism than the governments 
and peoples of the Old World? Every 
student knows that the exact opposite 
is true. Communism has made and 
will make less headway in these United 
States than in any other land. Why 
should American business and trade 
be longer handicapped by a futile 
non-intercourse policy with the greatest 


| potential market for our manufactures 


and certain raw materials remaining 
on this earth? 


Wuy Non-REcoGNITION SHOULD 
CEASE 


If we were as realistic as the British 
or the French I would recommend 
immediate recognition of the Soviet 
government of Russia by the govern- 
ment of the United States. In doing 
this, we would not approve of that 
government, nor of its methods, moral, 
economic or political. This fact is so 
well settled by the principles and prec- 
edents of international law that I 
decline to stress it. But the long 
sustained propaganda against and mis- 
representation of Soviet Russia has 
doubtless made this forthright action 
politically impossible forus. Therefore, 
as a practical method I recommend 
that we send a competent diplo- 
matic and business mission to Russia, 
authorized to confer with the proper 
representatives of the Soviet govern- 
ment regarding the debts due the 
United States, the settlement of claims 
due our citizens for the confiscation of 


their property in Russia, and general 
provisions for intercourse, trade and 
commerce between America and Rus- 
sia. Such an effort for re-establish- 
ment of normal relations between 
Russia and the United States is de- 
manded by the following considera- 
tions: 

First. Non-recognition is a sort of 
continuing casus belli between the two 
countries. It seems to justify prop- 
aganda for and against such recogni- 
tion in both lands. It feeds the passion 
of international hatred, and promotes 
bitterness and misunderstanding. 
Such a policy is in direct conflict 
with our international action for more 
than a hundred years. Our historic 
policy has always been to recognize 
the de facto government and having 
made provisions for intercourse and 
trade, to refuse any alliance that would 
bind our future relationships. Under 
this policy Washington recognized the 
revolutionary government of France 
in its worst form. Under this policy 
we kept out of the affairs of Europe, 
and became the strongest government 
and the most prosperous people in the 
world. Under this policy of normal 
relations and friendly intercourse and 
trade with all nations—but alliances 
with none—we won the esteem of the 
peoples of all lands, and opened all the 
markets of the world for the commerce 
of the United States. 

Second. Recognition of Russia has 
been opposed by those persons who 
fear that such recognition would result 
in an increase of communist propaganda 
in this country. Is it not more rea- 
sonable to believe that recognition 
would have just the opposite effect? 
With a Russian ambassador at Wash- 
ington and an American ambassador 
in Moscow we could protect much 
more effectively against any communist 
propaganda from Russian sources. 
As it is now, communist propaganda in 
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America is of no moment in Moscow, 
and then its suppression would be a 
matter of economic concern to the 
Soviet government. I am not greatly 
excited about this propaganda. This 
is not because of the efficiency of the 
“bomb squads,” but rather because 
of my conviction that communist 
institutions are alien to the genius of 
our political and economic nature, 
while democratic institutions are in 
harmony with that nature. None the 
less I would like to quiet the terrible 
unrest of some of our witch-hunters, 
who are otherwise sane and useful 
citizens. Class hatred and material- 
istic Communism are diseases engen- 
dered by the class-poisoned conditions 
of the Old World. They wither and 
die in the atmosphere of free, religious, 
political and economic institutions. 
To be fearful of the stability of Ameri- 
can social control because of the patter 
of the communist soap-boxer is treason 
to the strength of our government, and 
unworthy of any mind capable of 
understanding the foundations of our 
social order. 

Third. There can be no real dis- 
armament nor assurance of inter- 
national peace so long as our policy of 
isolating Russia is continued. The 
economic burden of vast armaments 
and the threat of war are the heaviest 
and most durable curses of the modern 
world. Every effort toward disarma- 
ment and a guarantee of lasting peace 
is doomed to failure so long as Russia 
has one of the largest standing armies 
in Europe and remains isolated from 
the fellowship of nations, 

Fourth. The economic stabilization 
of Europe cannot be effectively main- 
tained until the natural resources of 
Russia and the consumption power of 
the Russian people for imports from 
other lands, once again plays its normal 
part in the currents of world economic 
life. Soviet Russia embraces nearly 


one-seventh of the earth’s surface and 
contains some one hundred and forty 
millions of people. Within her bound. 
aries are more untilled fertile acres, 
more untouched forests of valuable 
timber and more unmined mineral 
resources than is possessed by any 
other nation. 

Fifth. The Russian market is po- 
tentially the greatest undeveloped 
economic resource now left in this 
world. Already our foreign trade has 
begun to slow down. The need of 
foreign markets for our surplus prod- 
ucts grows in urgency and importance 
from month to month. Russia con- 
tains vast stores of gold, manganese, 
oils and timber and she has a practical 
monopoly of flax, furs and platinum. 
She needs our tractors, machinery, 


motors, metals, chemicals, typewriters | 


and cotton. American capital and 
technical ability are indispensable for 
the adequate development in any near 
future of Russian resources and trade. 
The opportunities of this market 
should be open to American labor and 
capital on the best terms. Such con- 
cessions as have been secured by bona 
fide American business men have been 
profitable and the relations with the 
Soviet authorities have been satis- 
factory—despite the burdensome con- 
ditions of non-recognition. Why 
should American business continue to 
suffer this handicap in securing our 
share of Russian trade? 

Sizth. There is no principle that 
justifies our recognition of the present 


Italian government that would not | 


justify our recognition of the present 
Russian government. Mussolini is as 
contemptuous of constitutional forms 
and democratic methods as was Lenin. 
His black shirts are in principle the 
same ruthless dominatfon by force of 
the helpless masses of the people as 
was ever charged against Lenin’s Red 


guard. His dictatorship in Italy is | 
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the same thing in method as the dicta- 
torship of Lenin in Russia. The 
argument used by the eminent inter- 
national banker Mr. Thomas W. 
Lamont, in justification of Mussolini’s 
régime, in which he said, “As to the 
matter of liberalism, the question 
seems to me,—to be liberal enough to 
let Italy have the sort of government 
she seems to want,”’ I believe to be the 
true American doctrine and we invoke 
it on behalf of the Russian people and 
the Soviet government. 

Seventh. The Russian people have 
a special and notable genius and are 
capable of a high place in the intellec- 
tual and moral leadership of mankind. 
Their character and geographical posi- 
tion gives them a dominant place in 
the Far East. Co-operation between 
Russia and America is the key to the 
solution of every international problem 
in the Orient. To force Russia into 
an Oriental triumvirate inimical to 
the Occidental nations is colossal 
diplomatic folly. To be indifferent 
to the injury to world civilization that 
can result from the continued effort 
by America to isolate Russia, is to 
confess ignorance of these potencies 
as well as moral bankruptcy in inter- 
national affairs. 


Maxine AMENDS 


[ét us speak frankly. There are 
individuals and groups in this country 
and other lands that oppose the recog- 
nition of Russia by the United States 
because of selfish interests, and there 
are individuals and groups that favor 
such recognition for the same ulterior 
reasons. Neither group is entitled 


' to our consideration in the settlement 


of this momentous question. 

Except in the splendid service of the 
American Relief Administration, under 
the wise and courageous leadership of 
Colonel Haskell, our past policy in 
relation to the Soviet government of 
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Russia has been a tragedy of errors. 
We have aided in stamping Bolshe- 
vism in instead of stamping it out. 
In obedience to an official diplomatic 
view, largely the product of the tea 
table chatter of émigrés and the prop- 
aganda of groups having a selfish 
interest in the hoped for return of the 
old order in Russia, we shared in a 
costly and futile military intervention 
that sent American boys to die uselessly 
in Siberia and nerth Russia. We 
participated in a savage embargo 
that brought privation and death to 
innocent women and children. We 
have been brutal and ruthless in dealing 
with helpless immigrants, while under 
the sweep of panic fears and prejudices 
aroused to fever heat by propaganda 
lies. To bolster this mistaken policy 
we published under the seal of the 
United States the feeble forgeries 
known as the Sisson documents, that 
had been rejected as stupidly false 
by the Allied Secret Service in 
Russia. 

After eight years of this furtive and 
futile policy, during which the Soviet 
government has been doomed to die 
daily, that government is more stable 
and powerful now than at any other 
hour of its existence. Is it not time 
to substitute sanity and common sense 
for hysteria and lying propaganda’ in 
dealing with the Russian question? 
Let our government send to Russia a 
competent diplomatic and _ business 
mission and let them sit down at a 
table with the representatives of the 
Russian government. Then if that 
government declines a reasonable set- 
tlement of the debt due our govern- 
ment, to compensate those of our 
citizens whose property was confiscated 
and to give reasonable guarantees 
against official support of communist 
propaganda in this country—let this 
commission return and report the facts 
to the government and people of the 
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United States, and we will keep the establishment of normal intercourse 
igs ee _ door closed against Russia, and prepare and trade between Russia and America, ' 
the next war. If onthe other hand In that hour we will have returned to 
| mt the Soviet government does that our traditional foreign policy that has 
_ which I have reasgn to believe it has made this nation prosperous at home 
‘“ _ been ready to do for the past eight and respected abroad, and the corner. | 
_ years, t.e. make a satisfactory settle- stone upon which international peace 
_ ment on all these points, then we can and economic stabilization can be 
proceed to formal recognition and the founded will have been laid. : 
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monies Russia’s Foreign Policy Does Not Justify 
——— U. S. Recognition Yet 


By Epmunp A. Wats, S.J. 


poe cd ae Regent, School of Foreign Service, Georgetown University 


ORRECT classification of the 
Russian problem and eventual 
solution of it become impossible unless 
investigators discipline themselves to 
hew to the very heart of the problem 
and refuse to be distracted by acci- 
dental or adventitious circumstances 
that may obscure the essential issue. 
I believe it was a very wise suggestion 
| that my distinguished friend Professor 
Davis! laid down,—that we confine 
ourselves to the facts only; and Colonel 
' Robins has suggested,* with justifica- 
tion, that we should be realists. May 
I accept both invitations and ask you 
to consider certain facts derived ex- 
clusively from the admissions, the con- 
fessions and documents of the Soviet 

| government itself. 
In the first place, Professor Davis has 
' anticipated me in regard to some quo- 
tations which he knows I usually make. 
He has cited for you the first paragraph 
_ of the Soviet Constitution. He knows 
that I never travel without a copy of 
that document. You will remember he 
quoted for us the opening paragraph, 
“since the foundation of the Soviet 
Republic, the world has been divided into 
two camps, that of Capitalism and that of 
tet daw In other words, the So- 


viets draw a line horizontally through 
humanity so that all men fall on one 
side or the other, and the purpose of the 
Soviet government is to extend, so far 
as possible, the domination of one 
class to the exclusion, nay, even the 
| extermination of the other. The Con- 


ai 


Finally, the very structure of the Soviet 
power, which is international in its class 
character, calls the toiling masses of the 
Soviet Republics towards a unity of one 
socialist family. 


The section ends with these words: 


. that it (the Soviet State) shall stand 
as the firm bulwark against world Capital- 
ism and form a decisive step towards the 


union of the toilers of all countries into one 
World Soviet Socialist Republic. 


Professor Davis does not find this 
program practical or over-important, 
because he deems it an abstract, a 
general statement,—rhetoric such as 
some presidents of the United States 
indulged in at various times. But I 
should like to ask Professor Davis did 
ever an ambassador of the United 
States, or an official designated by the 
United States Government to interpret 
its foreign policy, assure the world of 
the seriousness, not the rhetoric, of 
such intentions? 


Soviet Foreign Pouicy 


The Soviet Constitution, on the 
contrary, contains a formal state- 
ment of the avowed leaders of the 
Soviet government (not members of 
the Communist party) proclaiming 
officially that the Soviet system be- 
gun in Russia is to spread to the entire 
world. They direct all their efforts, 
their entire external policy, to that 
purpose. 

Nothing is clearer than this wortd- 
wide program. 
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Tchitcherine, People’s Commissar 
for Foreign Affairs, official exponent of 
the foreign policy of the Union, frankly 
avowed on November 6, 1919, that: 


The November Revolution, the first act 
of the world social revolution, at once 
placed the Russian Soviet Government 
at the front of the revolutionary movement 
of the world as the herald and inspiration 
of the proletarian revolution. 


That the rédle of the government in 
fomenting revolution abroad, even in 
friendly countries, had undergone no 
change was further shown by Trotsky 
nearly five years later, in a notable 
address delivered on May 5, 1924. On 
that occasion the People’s Commissar 
for War enthused the students of the 
Moscow Military Academy by his 
presentation of the theory and practice 
of civil war in foreign countries. In 
developing the means for fomenting 
discord in other lands, the “alter ego” 
of Nikolai Lenine emphasized the 
important réle to be assigned to Bol- 
shevik representatives outside Russia, 
as well as to all agents enjoying diplo- 
matic immunity. They were to pre- 
pare the ground for armed revolt by in- 
tensifying class consciousness among 
the disaffected natives of the countries 
to which they were accredited. 

“Our ambassadors,” said Trotsky, 
“consuls, military attachés and so on 
must supply machinery for new mate- 
rial.” 

In the field of applied diplomacy, 
Krassin, Bolshevik Ambassador to 
France, one of the most capable of all 
Soviet leaders, leaves no doubt as to the 
cardinal principle of Soviet foreign 
policy. During the Twelfth Congress 
of the Communist party in April, 1923, 
he explained that: 

The basic tasks of the foreign policy of 
the Soviet power are, first to make it easy 


for the world revolution in securing the 
maximum conditions guaranteeing peace 
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(for us) te. recognition de jure and eco. 
nomic aid, loans, credits, etc. 
revolution follows a laborious path: we have 
no miraculous means of making things easy 
for it. The most efficacious way to smooth 
the path of the world revolution and aid it 
is to strengthen the Soviet State. . . . 


I submit, therefore, that it is not 
merely academic rhetoric; it is an 
avowed purpose, although, as Colonel 
Robins has truly said, it is futile, and 


will have no effect upon this country, | 


What you cannot overlook, however, is 
this: it is an international impertinence 
coming from a sovereign government, 
an impertinence which I believe our 
State Department is fully justified in 
refusing to accept! 

I could go on quoting evidence of the 
organized attempts of Soviet diplo- 


mats, of their consuls and their com- ‘ 


mercial attachés to introduce revolu- 
tionary propaganda into the respective 
countries to which they are accredited. 
These citations are quoted here as 
specimens only. A full catalogue of 
the authentic pronouncements of com- 
petent Soviet officials, setting forth 
their plans for the overturning of the 
established governments and the exist- 
ing social order in the United States 
particularly, would require an entire 
volume. Readers desiring further con- 
firmatory documents will find an ex- 
traordinary documentation carefully 


collated and analyzed in the five hun- ; 


dred and thirty page report prepared for 
the Committee on Foreign Relations of 
the United States Senate.* 

A partial list of the nations which, 
after recognizing Soviet Russia and 
concluding treaties of friendship, have 
been obliged to expel Soviet diplomatic 


* Recognition of Soviet Russia.—Hearings be 
fore a Subcommittee on Foreign Relations of the 
United States Senate—Sixty-eighth Congress, 
First Session, Pursuant to Senate Resolution 
No. 50. (Government Printing Office, Wash 


ington.) 


The world ; 


| 


er wh 


eSeerne 


3 
Py 
he 
| 
| 
== 
ome 
whi 
| die, 
the 
Soc’ 
mul 
‘¢ 
1924 
been 
the 
| 
The 
agai 


= 


inence 
ment, 
e our 


ied in 


of the 
diplo- 
com- 
evolu- 
ective 
ited. 
Te as 
rue of 
com- 
forth 
of the | 
exist- 
States 
entire 
T COn- 
in eXx- 
efully 
hun- 
“ed for 
ons of 


Soviet Russta’s Foreign Poricy Dogs Nor Justiry U. S. Recoenition 


agents for their attempts to foment 
civil war in the countries to which they 
were accredited, will be found in the 
admirable Report of Senator King of 
Utah, delivered to the United States 
Senate, after the Senator’s extensive 
investigations in Russia during the 
summer of 1923.4 

Colonel Robins has invited us to be 
realistic, to be as realistic as the other 
countries who have recognized Soviet 
Russia. May I accept that invita- 
tion? 


Paris, April 28.—Foreign Minister Briand 
summoned the Soviet Ambassador, M. 
Krassin, to the Quai d’Orsay today for his 
first formal interview since taking office, 
and took the opportunity to say some very 
definite things about Bolshevist propa- 
ganda in France.... Mr. Millerand’s 
statement (last week) was that by recogni- 
tion of the Soviet Government, the recent 
government of France had “installed in the 
centre of Paris an Ambassador who is 
nothing else than the chief propaganda 
service directing against us Communist 
propaganda.” 

London, April 26.—Direct action by the 
British Government against Communist 
activities in this country will be taken al- 
most immediately, states the Morning 
Post. . . . New powers have to be obtained 
for the Government to deal effectively with 
the situation. The method has not been 
disclosed, but one step is to amend the law, 
another to cut off the financial supplies 
which have nourished Communist activi- 
ties in this country for so long and without 
which the movement would automatically 
die. As long as the immunity conferred on 
the Soviet representative here by the 
Socialist Government continues,—an im- 
munity which extends to the Soviet post 
hag,—this is impossible.® 


* Congressional Record—Appendix—May 24, 
1924; Vol. 65, No. 139, p. 9701. It has also 
been published in compact pamphlet form by 
the Government Printing Office. 

5Cable to New York Times, April 29, 1925. 

*Cable to New York Times, April 27, 1925. 
The protest of Great Britain on June 11, 1926, 
against the unfriendly act of the Soviet author- 
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Tokio, March 7.—The Peace Preserva- 
tion Act, also known as the Anti-Bolshevist 
law, providing for imprisonment for nearly 
every form of Communist activity, was 
passed by the House of Representatives 
tonight, while a heavy police guard sur- 
rounded the building. The law is designed 
to check Communist propaganda and is 
said by Government officials to be a direct 
result of the Japanese-Rassian agreement.’ 

The first result of the Japanese-Soviet 
treaty is Bolshevist agitation in Japan 
which has compelled the Parliament to 
enact an anti-bolshevist law. The Russian 
bear’s conception of a treaty of alliance 
seems to mean that he is authorized to de- 
vour his ally.® 

Rome, April 30.—Police declared today 
that they have discovered evidence of an 
Italian revolutionary organization affiliated 
with Communist groups in Russia, which 
has been planning a May Day workers’ 
strike and demonstration against the Gov- 
ernment throughout Italy. The police 
expressed the opinion as a result of their 
discoveries that very active organizations 
of Soviet propagandists are established in 
Italy.’ 

Berlin, February 10.—With a cordon of 
police surrounding the outside of the court 
building, special details of police guarding 
all parts of the interior and severest possible 
measures enforced at every entrance, the 
trial of fifteen men and one woman impli- 
cated in the ““German Cheka” case began 
before the German Federal Supreme Court 
at Leipsic. . . . The defendants at Leipsic 
are accused of having plotted, at the behest 
of Moscow, to initiate a revolt against the 
German Republic by a reign of terror com- 
prising murder of prominent Germans, 
instigating of a German workers’ uprising, 
smuggling of arms into Germany and distri- 
bution of cholera and typhus germs for 
spreading epidemics throughout the coun- 
try. 


ities in sending $2,000,000 to aid the general 
strike is another relevant incident. The note 
states that this contribution was intended to aid 
revolution in England. 

7 Cable to New York Times, March 8, 1925. 

8 Washington Post, March 8, 1925. 

® Associated Press despatch, Washington Star, 
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The first witness examined was the chief 
defendant, Neumann. He coolly admitted 
working with Russians to start a Commu- 
nist revolution in Germany and described 
minute preparations for military meas- 
ures.!° 


There are two ways of learning 
political prudence: one is by foresight, 
which I believe our government is 
following, and the other is by hind 
sight. I believe that the experience of 
other governments outside of our own 
has been that of learning political pru- 
dence by hind sight. 


U. S. Potrcy Towarp Russia 


a I am obliged to disagree thoroughly, 
and respectfully, with Colonel Robins 
on several other points. I believe it 
open to historical denial that the 
United States ever engaged in a mili- 
tary intervention with hostile intent 
against the Soviet government. I 
challenge that insinuation. The rea- 
sons for the presence of the American 
contingent in Siberia, I maintain, are 
not the same as the reasons for the 
presence of the French, or the British, 
or the Japanese troops on the same 
ground. They did engage in inter- 
vention, but the United States troops 
were not there for that purpose. They 
came after certain events took place, 
with which Colonel Robins is familiar, 
and I do not think it fair to imply that 
we participated in an intervention to 
overthrow the Soviet government. 
On the contrary, the United States 
Government was the first government 
to recognize the revolution in Russia! 
There have been three revolutions 
in Russia since 1917. The first took 
place when the Tzar was forced to 
abdicate in favor of the Constitutional 


1 By wireless to New York Times, Feb. 11, 
1925. Later despatches announce that the 
Supreme Court has found the charges substan- 
tiated and several of the conspirators have been 
sentenced to heavy penalties. 


~ 


: 


Democracy represented by Lvov and 
Miliukov. 
democracy over autocracy. President 
Wilson welcomed this, the first Russian 
Revolution, when on the floor of Con- 
gress he said, “Here is a jit partner for 
a league of honor” (April 2, 1917), 


And on March 22, before the recogni- 


tion was granted by England, France, 
Italy, or any other power, Ambassador 
Francis presented the formal recogni- 
tion of the United States. 

The second Revolution took place in 
July of the same year when Kerensky 
succeeded to power. It was the 
triumph of Socialism over Constitu- 
tional Democracy. This upheaval was 
also recognized by the United States 
and an ambassador was received at 
Washington. 

The Third Russian Revolution took 
place on November 7, 1917, when the 
Bolsheviks overthrew the Kerensky 
régime and instituted a Soviet régime. 
It was the triumph of Communism over 
Socialism. It is this third revolu- 
tionary government which we refuse 
to recognize, an attitude that is not a 
non-recognition of the Russian revolu- 
tion, but is a refusal to recognize their 
denial of international law, their con- 
fiscation of property as applied to 
American citizens, their repudiation of 
legitimate debts contracted since the 
fall of the monarchy, and the whole 
international program of the Soviet 
government. 

That is the heart of the Russian 
problem! There are other statements 
also in Colonel Robins’ address which I 
question on a historical basis. I deny 
that the workingman in Russia enjoys 
a better standard than the working 
man in other parts of Europe. He 
enjoys nearly the lowest, as may be 
proved by statistics at the disposal of 
those who may be inclined to investi- 
gate. The American Federation of 
Labor is my authority, as well as my , 


It was the triumph of . 


| 


Th 


| 
| 
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own observations in Russia. I also 
deny that the most comprehensive 
general educational program ever 
adopted by a responsible government 
has been adopted by the Soviet govern- 
ment. 

My authority for this denial is 
Lenine himself in his famous comment 
on the educational debacle, when he 
urged the Party to stop “blubbering” 
about proletarian culture and do some- 
thing constructive." 


ace in . About the same time Lunacharsky, 
ensky Commissar of Education, published an 
| the appalling report in [zvestia, the Bulletin 
stitu- of the Central Executive Committee of 
al was the Soviet government on December 
States | 26, 1922, and on January 10, 1923. 
ed at Later on, April 4, 1924, the Soviet 

Commissar of Education protested 
| took against the catastrophic decline of pub- 
n the lic education, In the same official 
ensky journal, Izvestia, No. 232, October 10, 
gime. 1924, he declared: 

This school year begins with roughly 

volu- 40,000 primary schools giving instruction 
refuse to less than 3,000,000 children. Before the 
not a Revolution there were in Russia more than 
evolu- 120,000 schools with 8,000,000 pupils. 
their 
- con- Thirdly, I deny that the “social 
d to welfare” program has done anything 
onof )} but debauch the womanhood and child- 
e the hood of Russia. My authority for this 
whole is the astonishing revelation made by 
oviet the mothers of Russia in the official 

journal Jzvestia, the articles by Mrs. S. 
ssian Smidovitch, a Communist, printed on 
nents | March 24, 1925, and on following days. 
‘ich I The charge is sustained by Madame 
deny Krupskaia, the widow of Lenine, in 
njoys 
rking Lenine, in Pravda, January 4, 1923. 
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Pravda, No. 51, 1923, and by the statis- 
tics on juvenile criminality published in 
Izvestia on March 24, 1923, on April 9, 
1923, and January 9, 1925. 

I further maintain that our present 
policy is not in controvention of our 
established tradition in dealing with 
revolutionary governments. Interna- 
tional law teaches that, when a gov- 
ernment is the de facto ruler of a 
given territory, and when, secondly, it 
is prepared to meet its international 
obligations, recognition may be ac- 
corded. Colonel Robins has cited only 
the first requirement. I cite the second 
and thus complete the requirements of 
international law, i.e. that it be pre- 
pared to acknowledge its international 
obligations and respect the binding 
force of international law." 

There is no question of our withhold- 
ing recognition from the Russian 
“people.” States do not recognize 
peoples; they recognize governments. 
Our recognition of the Russian people 
during their mortal agony of 1921—22- 
23, when nature sickened and every 
gale brought death, is written deep, in- 
effaceably deep, in their hearts, and 
must ever remain one of the brightest 
pages in the history of our international 
relations. And I make bold to hope 
that the same generous, helpful serv- 
ice may again be offered for the eco- 
nomic rehabilitation of Russia, but it 
must be a service based on mutual trust 
and co-operation under law, for where 
laws end, chaos and tyranny begin. 


“No principle is more clearly stated in our 
diplomatic history. Cf. John Bassett Moore, 
“Digest of International Law,” Vol. I, pp. 
2, 4, 5, 6, 98, 107, 108, 150, 414, 418, 421, 
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OW long, O Lord, how long! One 

of the Fathers who laid the foun- 

dation of this Republic said that when- 

ever opinions were free and discussion 

was fair, the truth should finally and 

powerfully prevail. I am one who be- 

lieves that is the result in American 

society of fair discussion and free opin- 

ion. Iam a little sorry that the learned 

Father! should have made an inter- 

pretation that is not correct; I never 

once said in my paper that the American 
government entered into a military 
intervention to overthrow the Soviet 
government. In the paper I said, “we 
shared in a military intervention,” and 
we did, and none knows it better than 

the Reverend Father. When I said 
that the labor standards in Russia were 
better than any others in Europe, I 
said standards. ‘That statement was 
made and you will find it in the re- 
port of the British Trade Delegation,’ 
on which there were persons entirely 
opposed to Communism and the Soviet 
government. Any of you who wish to 
make a study of the facts will find a 
more careful analysis of the labor 
standards of the Soviet government 
in the British Trade Delegation Re- 
port * than you can find anywhere else. 
The British told the truth, and when 
they got done telling the truth they 
removed the Communists from the 
Trade Council of Great Britain. They 
tell the truth about the situation and 
then deal intelligently with individual 
Communists. We seem to be afraid to 
do that. You can find what I said in 
relation to constitutional law in Wool- 


1 See article by Father Walsh, p. 105. 


* Addenda, seep. 112.0 
Ibid., p. 112. 


sey’s constitutional law,‘ and James 
Buchanan * has made exactly the same 
statement that I have made. You can 
find that what I have said about recog- 
nition, as stated by Senator Borah,® is 
the actual law of the past. We now 
may be proposing to change it. I hope 
we won't propose to change it except 
under intelligent deliberate discussion. 

But when all is said and done, we 
are eight years after the Great War. 
How much longer are propaganda lies 
and hatred to betray the unity and 
economic welfare of mankind? Are 
we not just about ready to get rid of 
all of it? How much longer do we 
want to have Russia an isolated and 
outlawed nation in the international 
family? Whether or not we are realists, 
the real fact is that after the govern- 
ments had called on the ambassadors, 
there was nothing more said about 
propaganda, and no single government 
that has recognized Russia has with- 
drawn that recognition; and just what 
I said would happen did happen. In 
other words, with an embassy in Mos- 
cow, we are in a position to deal effec- 
tively with communist propaganda in 
all Russian sources, and that is the 
thing we ought to carry in our minds. 
It does not make less competent and 
effective the standards of American 
power. It makes them more so. 

So long as you have Soviet Russia 
an outlawed nation, just so long have 
you got turmoil and confusion and 
division in the councils of the nations 
of the world, and peace becomes im- 
possible and disarmament becomes 


Ibid., p. 115. 
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impossible, and we face the old eco- 
nomic burden and the threat of war 
over the life of the world. When I 
left Russia, I said to the fathers of the 
government, who were the masters of 
Russia, that I regarded their program 
as economically impossible and morally 
wrong, but that I regarded them as the 
legitimate masters of the Russian situa- 
tion by reason of their sacrifices in the’ 

struggle against the threefold tyra) r / 
of the past—the-economic lords and 
dukes, the political Romanoffs and the 
Greek Catholic Church, which was 
merely the handmaiden of the tyranny 
of the old order in the Russian land. 

And because of the conditions that 
prevailed in the past, Russia, suffering 
under that tyranny for centuries, rises 
and takes the bit in her teeth and over- 
throws the government and then goes 
blind in the unaccustomed light and 
stumbles into this and other excesses. 
The ignorance and stupidity and lies of 
propaganda throughout the world may 
overthrow the Russian Revolution. 
Every man there that has given his 
life for the liberation of his people may 
be overwhelmed—and still Russia will 
be free. There are many young men 
and women in the little villages who 
have power through the local Soviet, 
a democratic organization, in spite of 
anything that may be said regarding 
it, and have held that power in defiance 
of the old tyranny and superstition. I 
know Russia will be free and I know 
it now as you would know it if you 
will study the peasantry of that land, 
and the facts that Mr. Hindus tried to 
bring to our understanding." 

All I ask is that we dare be big 
enough to aid the Russian people in 
their struggle toward freedom and that 
we should be trustful and not panic- 
stricken about this or that absurd bit 
of propaganda. I hope that we will be 
through with the hatred of the World 


Discussion 
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War, and when this feeling becomes a 
part of the people of the world, we will 
not be so afraid, but will be able to 
follow the foundation and precedents 
of our Fathers and deal with foreign 
governments on the basis established 
by Jefferson and maintained until just 
a few years ago. Study deeply if you 
care about this question and you will 
come to an understanding of it which 
is typified by those who said they were 
opposed a little while ago to recogni- 
tion but now believe that is the only 
answer. Eight years, and still the 
Soviet is trying to overthrow America! 
Some of the old foolish propaganda. 
If we are going to stop the thing, let’s 
begin now with a policy of intelligence, 
a policy of understanding, a policy of a 
desire to get the facts, not from the 
propagandist, but from the Soviet 
government itself in relation to these 
things that some still think should 
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MEMORANDUM ON Russia 
(1) Extrac ts from Official Report of the 
“ British Trades Union Delegation 
to Russia in November and De- 
cember, 1924, regarding Educa- 
ae tion, Welfare Work, Protective 
Legislation for Women in Industry, 
and Labor Conditions. 
(2) Figures on American-Russian Trade. 
(3) Economic Recovery of Russia. 
Extract from a Report of the Russian 
State Planning Commission. 
(4) The Meaning of Recognition. 
(a) Statements by Henry Clay, 
James Buchanan, and John Hay. 


(b) Extracts from Speech by Senator ; aM 
Borah in the United States 


Senate on November 21, 1923. 


(5) Statement of Christian Rakovsky re- 


regarding Propaganda. 
(6) Last Official American 
regarding Russian Recognition. 


Statement by Secretary Hughes re- 


plying to Tchitcheriu’s Proposal in 


7 See p. 138. 1923. 
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Last Official Russian Statement on 
Relations with the United States. 
Statement by Maxim Litvinoff, 
Assistant Commissar of Foreign 

oe Affairs, on April 25, 1926. 

(1) ExtTRACTs FROM THE OrrFictaAL Report 
oF THE Britisn Trapes Unton Det- 
EGATION TO Russta tn NOVEMBER 
AND DeceMBER, 1924 

Education 

“From the above necessarily inadequate 

review of the Soviet educational system it 
will be realised that every opportunity and 
encouragement is given to the worker, no 
matter what may be his or her calling, to 
obtain the best instruction in any branch 
of art, industry, science, or literature for 
which he may feel he has an aptitude. 
The results which were seen by the Delega- 
tion in all the districts visited were cer- 
tainly astounding, especially when it is 
considered that the whole system has not 
yet been in operation for three years. 
Many of these workers had no intention of 
leaving the factory in which they had 
worked all their lives or altering their lives 
in any way. The training they had re- 
ceived in the optional schools or other in- 
stitutions had, however, given them an 
entirely new outlook on life and made their 
leisure hours a pleasure. Others were by 
these means enabled to quit an irksome and 
routine job for a profession to which their 
talents and bent fitted them. A peasant or 
a worker can by his own energies rise in his 
or any other profession with the aid given 
to him by the system. The pathetic fea- 
ture in our own civilisation of wasted and 
dormant talent, the slave of circumstance, 
owing to the absence of all possibility of 
outlet or instruction through lack of 
means, seems likely to become very rare 
among the workers of Russia.” 


Health Resorts and Rest Houses 

“The former health resorts in the Cau- 
casus, on the Black Sea littoral, and the 
Crimea have now been organised as free 
sanatoria for the workers; last year these 
dealt with over 700,000 patients. 

“An entirely new feature in Russia are 
the numerous large country houses which 


have been converted into rest houses for 
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the workers. These establishments are 
neither hospitals nor sanatoria, although 
they are under the supervision of a medical 
staff. A worker who is suffering from 
fatigue, or is run down in general health, 
by application to his Trade Union is sent 
to one of these establishments free of 
charge. The rest houses have a consider- 
able acreage of ground attached to them 
where games are organised. The prevail- 
ing feature of these establishments, which 
are supported by the Trade Unions, is the 
organised social life and the general com- 
fort and ease of the surroundings 


“The law establishes that any - 


Welfare Work 

about to become a mother shall be free 
from all work for a certain period before and 
after the birth of her child. This varies 
from eight to six weeks before and after 
the birth, according to the nature of the 
woman’s work. During this period she 
receives full wages and a special allowance 
regarding food for nine months after the 
birth, if she is herself feeding the child. 
On her return to work she is allowed half- 
an-hour in every three and a-half hours to 
attend to and feed the child. 

“No working mother is allowed by law 
to leave any child under the age of seven 
years at home or with neighbours while she 
is at work. The children have to be left 
at the recognised creche of the factory or 
institution for which she works. On 
arrival there the child is washed and 
clothed in creche overalls. The younger 
children are amused with organised games 
on the Montessori system, and rest on beds 
for a specified time each morning and 
afternoon. The elder children are pre- 
pared for the kindergarten. It is the duty 
of the Child Welfare Committee to see that 
these regulations are being carried out.” 
Social Activities 

“To the 5,500,000 members of the 
Russian Trade Unions and their families, 
the Soviet system has brought a new life 
and a new liberty. Thus a Soviet worker 
is not only free to follow any trade he may 
select, but he is better able than anywhere 
else to train himself for rising in his own 
job from one category to another, right up 
to the class of highly-paid specialists. 
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Should he have been pitchforked by cir- 
cumstances into a trade for which he has no 
taste, he has no difficulty in getting train- 
ing for another. In either case as member 
of a ruling class he can get training in the 
technicalities of Government and become a 
public man, subject to being returned to 
his trade if found not good enough. 

“The Delegation interviewed many 
workers who, by taking advantage of these 
opportunities had risen in the space of 
three years from a low category of worker 
to one far higher. For example, a factory 
sweeper who had become a scene painter, 
and a foundry labourer who was planning 
model dwellings and garden cities and had 
won the first prize in open competition. 
Again, in Leningrad and many provincial 
capitals visited there were local workers’ 
theatres, of which both management and 
actors were factory hands on special leave 


where of protecting the workers against 
exploitation by the wealthy, and of pre- 
venting the public service of the workers 
from being prejudiced for private profit, the 
Trade Unions have been able to engage in 
educating the workers as citizens and rulers.” 


(2) AmericaN-Russian TRADE 


Exports Imports 
toU.S. from U. 8. 


1923-24 (fiscal year). 4,377,500 49,955,000 
1924-25 (fiscal year). 10,902,000 96,949,800 

Soviet-American trade is carried on 
mainly by six trading organizations with 
offices in New York. Their reports for the 
Soviet fiscal year 1924-25 show a turnover 
of $103,767,657, as compared with $53,166,- 
816 in 1923-24. Their reports for 1924-25 
do not include American imports of man- 
ganese from the Soviet Union, valued at 
about $4,000,000. 


Imports from 
Soviet Union 


Exports to 


from their trades. The best of theni would 
become permanently professional actors. 
The same process is at work in other pro- 
fessions; while the precaution above-men- 
tioned of detailing workers to supervise 
industrial, commercial, and financial enter- 
prises gives almost endless opportunities 
for workers to enter public employment or 
make themselves experts.” 
General Conclusion 

“The Delegation were much impressed 
by the position and activities of Trade 
Unions under the Soviet system. Being 
largely freed from their main function else- 


Agricultural 


Metals . 


Typewriters and office supplies................. 
Chemicals and pharmaceuticals................ 


The trade for 1924-25 was divided as 
shown in the above table. 

The increase in various articles of export 
from the United States to the Soviet Union 
is shown in the table shown below. 

Other articles of export in 1924-25 in- 
cluded dry goods, hardware, needles, as 
well as flour valued at $21,500,000, 
shipped to the Soviet Union as a result of 
the poor harvest of 1924. 

Furs valued at $13,975,500 led the list of 
imports to the United Statesfrom the Soviet 
Union during 1924-25. This figure breaks 
all records for direct imports of Russian 


1923-24 1924-25 
$39,432,130 $44,284,833 
1,300,000 7,100,000 
1,150,000 8,000,000 
125,000 1,063,000 
287,700 437,100 
123,000 422,760 
234,500 520,500 
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furs, and compares with $8,940,500 for the 
previous year. Other imports included 
sheep casings worth $1,000,000, flax and 
tow worth $355,000, caviar worth $250,000, 
bristles worth $120,000, licorice root worth 
$110,000. Imports of manganese ore were 
about $4,000,000. 

Remark.—In connection with the figures 
shown below it is necessary to note that 
in preparation of these figures, prices for 
1913 were used as a basis. Therefore, the 
comparison in percentages between the 
production of 1913 and 1925~26 is correct. 
The total value of production in 1925-26 
considerably exceeds the figures given in 
the tables below. For instance, the total 
value of agricultural production in 1913 


production during 1925-26 taken at prewar 
prices is 11,436 million rubles, but at pres- 
ent day prices it will amount to 17,897 
million rubles. 
(4) Recarpine Facto RecoGnition oF 
Russia 

Published by the Foreign Policy Asso- 
ciation, June, 1922. 

WHAT DE FACTO RECOGNITION MEANS 

De facto recognition means what it says: 
recognition of the existence of the fact of 
peaceful political control over territory by 
a government. Approval is neither ex- 
meas nor implied i in granting such recog- 
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nition. The policy of the government recog- 
nized or the means of its establishment have 
nothing to do with such recognition; the 
internal customs or the laws of the country, 
so long as they do not threaten foreign in- 
terests, have no bearing upon it. This has 
been repeatedly defined by American 
statesmen, and is one of the cardinal prin- 
ciples both of international law and of 
American statesmanship. 
A 
Henry Ciay.— Report of the Committee 
of Foreign Relations on the recog- 
nition of Texas, June 18, 1836: 
“*In cases where an old and established 
nation has thought proper to change the 
form of its government, the United 


(3) AericuLTURAL AND FOR 1924-25 AND 
1925-26 as ComPpaRED THose or 1913 


_ Extract from a report of the State Planning Commission, published in Economic Life, 


August 20, 1925. (Economic Life is an official economic daily newspaper published in 
Moscow.) 
A. AGRICULTURAL INDUSTRY 
All figures i in Ris rubles (par value 51.46 cents) value at pre-war prices 
1913 1924-25 Per cent _figures for Per cont 
of 1923 1925-26 19183 
1. is sala 11,782 mill. 8,106 mill. 69 10,236 mill. 87 
2. Timber, fisheries, hunting. . 5 sean 1,044 mill. 1,044 mill. 100 1,200 mill. 115 
8. Total agricultural products... .. 12,826 mill. 9,150 mill. 71 11,436 mill. 89 
B. MANUFACTURING INDUSTRY 
1. Large industry............... 5,621 mill. 3,950 mill. 70 5,280 mill. 4 
ETT 1,390 mill. 1,050 mill. 76 1,370 mill. 99 
8. Total industry 7,011 mill. 5,000 mill. 71 6,650 mill. 95 
= < = C. TOTAL PRODUCTION AGRICULTURE AND MANUFACTURES 
19,837 mill. 14,150 mill. 71 —«18,086 mill. 91 
was 12,826 million rubles. Agricultural States, conforming to the rule which has 


ever governed their conduct, of strictly 
abstaining from all interference with 
domestic concerns of other states, have 
not stopped to enquire whether the new 
government has been rightfully adopted 
or not. It has been sufficient for them 
that it is, in fact, the government of the 
country, in practical operation.” 


James Bucnanan.—On the recognition of 
the revolutionary Government in 
France, March 31, 1848 (to the 
American Ambassador) 
“In its intercourse with foreign na- 
tiene, the Gates States has, from its 
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origin, always recognized de facto gov- 
ernments. We recognize the right of all 
nations to create and reform their po- 
litical institutions according to their own 
will and pleasure. We do not go behind 
the existing government to involve our- 
selves in the question of legitimacy. It 
is sufficient for us to know that a govern- 
ment exists capable of maintaining itself; 
and then its recognition on our part in- 
evitably follows.” 


Joun Hay.—To the Secretary of the Navy 
regarding the revolutionary Gov- 
ernment of the Dominican Republic, 
October 2, 1899: 

“Until the United States chargé d’af- 
faires shall under suitable instructions 
notify the existing government of that 
country that he enters into diplomatic 
relations with it, its existence is merely a 
matter of common notoriety, while its 
unopposed exercise of power warrants 
the transaction of necessary affairs by 
local agents of the United States with 
the de facto authorities.” 


Congressional Record, United States Sen- 
ate, February 21, 1923: 

There seems to be a popular belief—I do 
not assume, of course, that it obtains in 
the State Department—that in recognizing 
a government we, in a measure, approve of 
the form of government which the people 
of that government may have at the time 
of the recognition. I have received an 
abundance of letters from people of more or 
less intelligence which say the recognition 
of Russia would set the stamp of approval 
by the United States upon that particular 
form of government which the Russian 
people are said at this time to have. Such 
recognition is not an approval or a disap- 
proval of the form of government; it is a 
recognition of the fact that they have a 
government. 

It is not an approval of their form of 
government, any more than our recognition 
of Turkey to-day is an approval of the 
Turkish form of government or of her acts 
under it. We, finding a people with a gov- 
ernment which they have established, recog- 
nize as a fact that a government has been 
established and invite them to become mem- 
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bers of the family of nations by the act of 
recognition. 

Woolsey, in his International Law, says: 

“The question of a State’s right to exist 
is an internal one, to be decided by those 
within its borders who belong to its or- 
ganization. To bring the question before 
external powers not only destroys sover- 
eignty but must either produce perpetual 
war or bring on the despotism of some one 
strong nation or strong confederacy of na- 
tions, requiring all others to conform their 
constitutions to the will of these tyrants. 

If a nation, or set of nations, should act 
on the plan of withholding their sanction 
from new nations with certain constitutions, 
such a plan would justify others whothought 
differently in refusing to regard the former 
any longer as legitimate States.” 


(5) Exrract From A STATEMENT BY CHRIS- 
TIAN Raxovsky, Russian AMBas- 
SADOR TO FRANCE AND ONE OF THE 
ImporTANT Soviet LEADERS 

New York Times, February 22, 1926 (re- 
print from London Morning Post): 

In order to prevent economic co-opera- 
tion between Russia and England and other 
countries, the argument about propaganda 
is continually brought forward. It is use- 
less for me to repeat here, in this place, the 
explicit statements made over and over 
again by my Government, which regards it 
as the duty of loyalty in its relations with 
foreign powers never to interfere in their 
home affairs. 

So far as concerns the activity of the 
Third International, it depends not on the 
Soviet Government but on the general 
economic conditions of the world. If there 
is an economic and political stabilization of 
the capitalist world, the Third International 
is necessarily bound to take into account 
this stabilization. 

There is another fact to which I wish to 
draw attention. That is the feeling of the 
great masses of the Russian people toward 
the capitalist world. It is beyond question 
that the Russian masses, as has happened 
in all other countries at the moment of a 
great revolution, were inspired by a spirit 
of revolutionary proselytism. 

It was due—and this must never be for- 
gotten—to the fear that the capitalist States 
were aiming at the destruction of the Soviet 
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Union. This fear was justified by the eco- 
nomic blockade of Soviet Russia and by 
armed intervention, as well as by the war 
waged against us by Poland at the instiga- 
tion of other powers. 

It was quite natural that in the face of 
these dangers the Russian people said to 
itself : 

“So long as there is no revolutionary 
change in the other countries, our national 
existence will be in danger.” 

It is only by a change of attitude on the 
part of the powers toward Russia that this 
state of feeling can be modified or trans- 
formed. It is this very fear which deter- 
mined the attitude of the Soviets toward 


the League of Nations. 
(6) Secretary Hucues’ Notre 
To Tcuircuertn’s Proposat, De- 


CEMBER, 1923 
" “There would seem to be at this time no 


reason for negotiations. The American 

government, as the President said in his 

—. message to the Congress, is not proposing 
to barter away its principles. 

“If the Soviet authorities are ready to 
restore the confiscated property of American 
citizens or make effective compensation, 
they can do so. If the Soviet authorities 
are ready to repeal their decree repudiating 
Russia’s obligations to this country and ap- 
propriately recognize them, they can do so. 
It requires no conference or negotiations 
to accomplish these results, which can and 
should be achieved at Moscow as evidence 
of good faith. 

“The American government has not in- 
curred liabilities to Russia or repudiated 
Rm obligations. Most serious is the continued 
net propaganda to overthrow the institutions 
sof this country. This government can 
_ enter into no negotiations until these efforts 
directed from Moscow are abandon 


SraTEMENT BY Maxim Lirtvinorr, Rus- 
SIAN AssisTANT ComMMISSAR OF For- 
a EIGN AFFAIRS 
_ The Baltimore Sun, April 26, 1926 
‘Moscow, April 25 (A.P.).—Maxim Lit- 
vinoff, Assistant Commissar of Foreign 
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Affairs, addressing the All-Russia Central 
Executive Committee, last night followed 
up the announcement of the signing of the 
Russo-German amity treaty at Berlin by 
sounding a distinctly optimistic note re- 
garding “the new trend in the Russo. 
American situation pointing to the estab- 
lishment in the near future of amicable 
relations between the two countries.” 

After summing up Russia’s relations with 
the various countries, particularly Germany, 
M. Litvinoff said: 

“** Above all, there towers America’s colos- 
sal might. Reports from that country 
point to a new trend in responsible business 
circles respecting Soviet Russia. True, the 
United States Government has not yet 
moved from the deadline, but the existing 
differences are not great. 


WILLING TO DISCUSS DEBTS 


“They tell us that our recognition of 
Kerensky’s debts is a condition essential to 
American recognition. This will not be 
difficult. The Soviet Government has re- 
peatedly stated its readiness to discuss this 
point. 

“If the members of the American Govern- 
ment demand advance commitments, such 
demands obviously are unusual and abnor- 
mal, but if negotiations are once com- 
menced on the principle of our recognition 
of the American debts, provided the United 
States agrees to consider the principle of 
our counter-claims, we would be quite opti- 
mistic as to the results.” 


PUTS TREATY AGAINST LOCARNO 


Proclaiming Russia's peaceful policy, as 
evidenced by the Rapallo treaty and the 
treaty with Turkey, M. Litvinoff declared 
the new Russo-German pact merely supple- 
mented the Rapallo treaty, guaranteeing 
each party tothe agreement against involve- 
ment in any war of aggression by a single 
power or a group of powers. 

“We will put this treaty against the Lo- 
carno combination,” said M. Litvinoff. 
“Only by means of such treaties can the 
dangers of war be gradually lessened.” 
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gested that the Bolsheviks may 
have been responsible for the General 
Strike in Great Britain. If this is 
true it seems rather strange that the 
Conservative Premier, Baldwin, who 
presumably knows more about the 
strike than any one here, should never 
have made such a charge. The fact is 
that for eight and one-half years the 
Bolshevik government has been oper- 
ated on, dissected, and laid in its coffin 
amidst loud applause and rejoicing by 
distinguished orators in all parts of the 
world; yet to-day it is stronger, more 
stable, than ever before in its history 
and its leaders have been longer in 
power than any other ruling cabinet in 
the world. It is high time that we 
appraise this government as scientif- 
ically and impartially as _ possible, 
without indulging in violent epithets or 
questionable and controversial dogmas. 
Surely the world is not so abysmally 
ignorant that after eight and one-half 
years of the rule of the Soviet we can- 
not discover a common core of truth 
about Russia. 

One reason for past difficulty is that 
there has been such a welter of con- 
flicting stories of all varieties and de- 
scriptions that when the average citizen 
does hear the truth he cannot recognize 
it. It reminds me of the incident which 
happened to the famous writer, Conrad. 
Visiting a new city, he was asked by 
a reporter: “What is your favorite 
book?” The author replied: “‘That 
depends on the day.” This limpid 
1 The Annals, July, 1924. 


Should America Quarantine the Rusiea* in 


ENATOR PITTMAN has sug- answer was too profoundly true for the 


reporter to grasp. The next morning’s _ 
paper contained a front-page story 
about Conrad, who when asked as to © 
his favorite book had replied: “That 
little masterpiece of fiction, that won- 


“That 


derful old classic, entitled, 
Depends upon the Day.” Similarly, 
the “truth” about the Soviet has | 


depended on the day, the newspaper, 
and the individual. 

It would be easy to prove that, re- 
gardless of her morality, judging her 
solely by the historic test of American 
international policy, Russia should now 
be recognized; but this I have already 
shown in a previous article.! At this 
time let us consider her claims on the 
basis of a performance record. 

I believe it is now possible to make 
a reasonably scientific appraisal which 
will meet with the approval of the 
overwhelming proportion of the un- 
biased and the informed. Any search- 
ing scientific analysis must sort out 
agreements among all the competent 
witnesses, excluding others. As Dr. 
Giddings has reminded us in his Scien- 


tific Study of Society, this involves 

owe As regards Russia, this elim- 

= took the power eight years ago. 
have a motive to falsify. 


eliminating the following: 

(1) Hearsay or secondary testimony. 
inates all who have not been 
in Russia since the Bolsheviks 

(2) Vested interests, whether capita- 
listic or communistic, since they 

(3) Those who are controlled byacom- _ 
plex, stereotype, or mastering ne 
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idea. This eliminates certain 
lor socialists and doctrin- 

4 par 

aire conservatives, both pro- 

anti-Bolshevik. 
To these three categories should be 
added all those who do not really want 
to find the truth and those who are 
intellectually incompetent—popularly 
classed as “ignoramuses.” After such 
a process and a careful examination of 
the remaining testimony from articles, 
books and pamphlets, we find certain 
agreements. 

By what standards shall we then 
judge the Soviet government? Shall 
it be by their means of acquiring the 
power, by their bitter hostility to 
religion, or by the Communist Interna- 
tional? Much the more accurate cri- 
teria are the indices of the direction of 
progress since their acquisition of 
power. If we took a child from the 
slums and placed him in the best of 
surroundings, we should judge him not 
by his faults but by his relative prog- 
ress. It is the same with a nation: 
born and reared under the bonds of 
a Tsar’s autocracy, how far has it pro- 
gressed since the chains were broken 
asunder? In other words, there is a 
sort of relativity theory which applies 
in the realm of human history. Apply 
this to the Soviet government, and 
friend or foe must acknowledge the 
gigantic forward strides which it has: 
taken. at 


INTERNAL CONDITIONS 


Consider the stability of the govern- 
ment. In 1918, 1919, and even in 1921, 
it was supposed to have a precarious 
foundation. To-day the whole world 
recognizes it to be as secure as any 
government in Europe. Everywhere 
law and order reign, and however much 
dispute there may be as to the number 
of its supporters, it is generally recog- 
nized that the Russian people do not 
believe there is any other present alter- 
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native to the Soviet power and that 
they favor it in preference to the Tsar’s 
autocracy. The report of the 1925 
British Women Trade Unionists even 
goes so far as to say: 

As to the question of whether the Soviet 
government is accepted by the people who 
live under it, we have no hesitation in giving 
a very emphatic “yes.”” The vast majority 
of the town workers and the more educated 
peasantry in every part of the Soviet Union 
we visited, are enthusiastically in its favor. 

. State power, they feel, is actually 
under their own control, through their 
direct representatives on the  soviets, 
through their trade unions, their workshop 
committees, and so on. 


While this conclusion may be extreme, 
it seems to be largely shared by most 
of the foreign delegations which have 
visited Russia in the past two years. 
It is frequently charged that the 
Bolsheviks advocate peace and then 
maintain a colossal army. This accu- 
sation is unfounded. In proportion to 
population, her army has only one 
soldier for every 200 inhabitants, 
whereas Poland has one for every 100, 
Roumania one for every 82, France one 
for every 60, and Finland—including 
her civic guards—one to every 28. 
When we recall that Russia must be 
prepared to face attack from all these 
countries, not to mention Japan, and 
that two nations alone—Poland and 


France—with a population half as 
great as Russia, together maintain a 


larger standing army, it can be readily 
seen how difficult it is for the Soviet 
to reduce her army further unless 
other nations do likewise. 

As for industrial production, in 1924- 
25 it had reached seventy-two per cent 
of its prewar average and was steadily 
increasing. At the same time, the 
welfare legislation on behalf of women 
and children and factory workers gen- 
erally probably is on a par with that of 
any country in Europe. 
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On my last visit to Russia, in 1921, 
the peasants were suffering from wide- 
spread starvation—the result of world 
war, revolution and famine. ‘To-day 
they are relatively prosperous, with the 
land formerly owned and controlled by 
the nobility in their possession and 
with a government bending every effort 
to improve still further their position. 
Last year a decree was enacted per- 
mitting farmers to use hired labor and 
extend the work day beyond eight 
hours; even rural workers were pro- 
tected by a minimum wage law and 
sickness insurance. The agricultural 
tax was reduced during the year from 
four hundred million roubles to two 
hundred and forty million. The sown 
area is already about eighty per cent of 
what it was before the war and is 
steadily rising. 

Last year there were five hundred 
and ninety-five newspapers in Russia, 
and more books and pamphlets being 
published than ever before. It is true 
that freedom of press as we know it in 
this country is absent, but the censor- 
ship is less rigid than under the Tsar. 
In the matter of education, there is a 
larger percentage of the people able to 
read than at any time in the history of 
the country; the program for popular 
education is comprehensive and aims 
to abolish illiteracy completely in the 
near future. 

Religion has to meet with govern- 
ment opposition, but nevertheless there 
is freedom of worship, even the obstacle 
to the religious teaching of children 
having been almost entirely removed 
last year. Representatives of various 
Protestant denominations claim that 
they have infinitely more freedom now 
than they had under the Tsar. 


INTERNATIONAL AGENCIES 


It has been charged that the in- 
ternational instrumentalities of the 
Bolsheviks are extremely dangerous. 


Let us examine this claim. Thereare: | 


(1) The Union of Socialist Soviet 


Republics.--The opening paragraph of 
their constitution reads: 


Since the formation of the Soviet Repub- | 
lies, the world has become divided into two 


camps, that of capitalism and that of social- 


ism . . . the very structure of the Soviet 


power, which is international in its class  =»— 


character, calls the toiling masses of the 


Soviet Republics towards a unity of one © 4 


socialist family. 

It should surprise no one that the 
Soviet desires other nations to join it. 
Certain of our Western nations have at 
times been known to have similar im- | 
perialistic desires and have occasionally _ 
forced such unions at the point of the 
sword. Even the United States retains 


possession of the Philippines in spiteof => 


repeated votes in the Philippine leg- 
islature favorable to independence. 
Moreover, it is not so long ago that a 
United States President was doing all 
in his power to make America enter the 
League of Nations. TheSoviet Union at 
least is entirely voluntary and in addi- 
tion permits any nation to secede from 
it at any time. 

(2) The Communist International.— 
This organization would welcome with- 
in each state “an armed struggle for 
the overthrow of the international 
Bourgeoisie and the establishment of an 
international Soviet republic as a 
transition to the complete abolition 
of the capitalist state.” This agency, 
used by politicians to terrorize the 
gullible, appears very much more for- 
midable than it actually is. For ex- 
ample, one outstanding leader of the 
Japanese trade unions privately stated 
that although they send representa- 
tives to the Red International they do 
not believe in Communism, and they 
also send delegates to the non-Com- 
munist international trade-union con- 
ferences. Their total membership is 
included as within the Moscow fold, but 


| 
1 that 
Tsar’s 
even 
giving 
jority 
Union 
favor. 
‘tually 
their 
oviets, 
‘kshop 
reme, 
most 
have 
irs. 
then 
accu- 
one 
ants, : 
e one 
iding 
98, 
st be 
these 
and 
and 
f as 
in a 
adily 
»viet ai 4 
nless 
cent 4 
the 
men 
it of 


120 ‘Tae ANNALS OF THE AMERICAN ACADEMY 


actually very few of their members be- 
lieve in Communism. The fact is that 
as far as the world-branches of Com- 
munism are concerned they are largely 
a paper organization. They have mem- 
bers in every country, it is true, but 
little real strength. Their actual threat 
to the rest of the world lies chiefly in 
the extent to which, either within a 
nation or in its treatment by powerful 
outsiders, there exists such gross in- 
justice and stupidity as to drive mem- 
bers into the Communist ranks on any 
terms. The extent to which Commu- 
nism thrives in India, Germany, or 
elsewhere, is to some degree a barome- 
ter of maladjustment, and hence is of 
utility value. 


SIFTING THE CHAFF FROM THE WHEAT 


We should, of course, recognize that 
there are real differences in economic 
theory between the Russian rulers and 
the rest of the world. The Soviet gov- 
ernment desires to build a nation in 
which all factories, mines, railways and 
other means of production and dis- 
tribution are owned by the people. 
Nevertheless a great deal of their differ- 
ences is a mere matter of words and 
revolutionary formulae. The interna- 
tional practices of Bolshevism are not 
as bad as some of their phrases. We 
should get down below mere verbiage to 
the genuine likenesses and differences. 
When we do this we find that Russia no 
less than other nations desires the eco- 
nomic and intellectual well-being of her 
people. Americans should be no more 
alarmed over red language in the Com- 
munist International than by the bom- 
bastic language at a national political 
convention in our own land. A con- 
siderable amount of politics is to be 
found in both. We should distinguish 
also between the violently radical Bol- 
sheviks and the rest of the party. The 
number enrolled in the various third 
internationals are like those in a third 


political party; many of them are 
merely liberals. The large majority 
do not even understand the real eco- 
nomic theoryofCommunism. Further- 
more, propaganda can have success 
only when it can play on actual injus- 
tice. Even a report of the Communist 
International for 1925 says that in 
lands where there are liberty and jus- 
tice, their work is useless. In the 
early days of the Russian Revolution, 
the Bolsheviks may have been prima- 
rily interested in a world revolution; 
they now know that if Bolshevism is to 
endure, it must first make a successful 
demonstration in its own territory. 
This is now the official position of the 
Russian Communist party. Further- 
more, the Communist International is 
being hampered and restricted by -the 
Russian government and Zinovieff, its 
head, is in disgrace. 

Finally, the changed status of the 
Russian government is observable in 
the fact that practically every impor- 
tant government in the world has ac- 
corded recognition except the United 
States, which cannot permanently 
maintain its exclusiveness. 

During 1924-25 eight foreign delega- 
tions of importance visited the Soviet 
Union: three from Great Britain (two 
trade-union groups, one of men and 
another of the women in Parliament); 
one from Sweden (trade-unionists) ; one 
Danish (trade-union); one German 
(trade-union); one Belgian (trade- 
union); one French (teachers). The 
reports of all of these delegations, which 
reached the writer, were favorable 
to the present Russian government. 
The British Trade Union Delegation in 
its general conclusions, for instance, 
says: 

The Soviet system of representation and 
its scheme of constitutional and civil rights, 
so far from being undemocratic in the wid- 
est sense of the word, gives in many re- 
spects to the individual a more real and 
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reasonable opportunity of participation in 
public affairs than does parliamentary and 
party government. . . . Under that con- 
stitution there are certainly as great—and 
possibly greater—possibilities than else- 
where in respect of popular government, 
political peace, and social progress. 

While granting that this may be exag- 
gerated, we must recognize that the 
British Delegation was not made up of 
Communists; indeed, it had in its mem- 
bership a distinguished member of the 
British navy, a relative of Sir Wilfred 
Grenfell, whose name is known through- 
out America. The more we doubt the 
accuracy of such reports, the more 
eager we should be to have an official 
American mission sent to Russia. 
Even Senator William H. King, long 
a bitter opponent of Soviet Russia, 
after ‘a trip there in the summer of 
1923, so far modified his hostility as to 
say: “I will support a policy which 
contemplates a trade agreement be- 


_ tween the United States ard Russia.” 


In America, the complete transforma- 
tion in attitude of numerous periodicals, 
papers and individuals is nowhere more 
strikingly illustrated than by the pub- 
lished correspondence between Ivy L. 
Lee, the New York State Chamber of 
Commerce, and Senator Root. 

Early in the history of the Revolu- 
tion, descriptions of the Soviet rule, 


_ even information given out by govern- 
_ ment agencies and historical textbooks, 


_by Walter Lippman, editor-in-chj 
the New York World, to realiz 


| 


more nearly resembled fairy tales than. 


accurate fact. We have only to recall 
the retailing of the famous “Sisson 
documents,” now totally discredited, 
or the searching analysis of the news 
reports on Russia in the New York 
Times from March, 1917 to March, 1920 
of 
he 
falsity of information being fed to the 
public. At present the New York 
Times prints material directly from the 


* See Current History Magazine, February, 1926. 
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Russian government, and its periodical, 
the Current History Magazine, recently 
published an article by Trotsky. 

The fact is that, however much room 
for argument there may have been in 
the past, the situation has entirely 
changed and Russia is as fairly entitled 
to recognition to-day as is any one of 
half a dozen nations which we now 
recognize—some would have us believe 
much more so than Italy and Turkey. 
As to those who are loath to agree with 
this conclusion, because of unfavorable 
factors such as her hostility to religion 
and private property, I would remind 
them that when my father went to 
Japan in 1870 the government was not 
only hostile to religion, but it was death 
to be a Christian. No foreigner was 
permitted to own any property and 
there was no semblance of freedom of 
press or of democracy. Yet this did 
not hinder the United States from 
recognizing the Japanese government. 
I realize that it will be said that the 
Japanese did not attempt to over- 
throw the American government by 
propaganda. Perhaps that is true, but 
it should be said here that I do not 
believe—nor do most of those who use 
the argument—that there is the slight- 
est danger of Soviet Russia doing so. 
Indeed, so inconclusive is the evidence 
that Irving T. Bush, President of the 
Chamber of Commerce of New York, 
in opposing recognition, has publicly 
stated his willingness to leave out of 
account this entire argument of propa- 
ganda.2. There might be said to be a 
kind of propaganda flowing from Russia 
to America, but it finds a place in our 
newspapers as a result of the action of 
American capitalists. It is that: im- 
ports to Russia over European frontiers 
alone for the year ending September 
1925 exceeded 260 millions; imports 
from the United States exceeded 96 
millions; many American banks and 
business firms gave substantial credit 


F 
Fite 
py 
4 
ef ad 
. 5 
ror. 
> 
| 
. 
tie 
= 
‘ ~ 


122 £«°‘'THe ANNALS OF THE AMERICAN ACADEMY 


in the transactions; Russia purchased 
10,500 tractors from the Ford Motor 
Company; the Harriman interests are 
working with the Russian government 
to develop the manganese mines and 
have paid one million dollars in cash for 
the privilege ; the representatives of some 
of the highest circles of American 
finance and industry met with Russian 
officials in New York. The fact is that 
millions of dollars’ worth of interna- 
tional trade are flowing back and 
forth between Russia and the rest of 
the world now. This is the kind of 
propaganda thatfjis really effective. 
Naturally it seems a bit curious that 
the American government says: “We 
can’t have any dealings with you as a 
government, because you are so bad; 
but if you will send an agent privately, 
we will take all your money while the 
supply lasts.” 


Bo._sHEVIK ACHIEVEMENTS 


We have considered some of the 
discouraging features of Bolshevism; 
we have yet to summarize her most 
positive and constructive achievements. 
The Bolsheviks have completely pre- 
vented the return of the Tsar’s autoc- 
racy, one of the most dangerous foes 
to democracy which the world faced 
in 1914. The land has also irrevocably 
been distributed to the peasants. The 
Bolsheviks have largely prevented the 
dismemberment of Russia and have 
recreated a great federated nation. 
Such a patriotic Russian as the late 
General Brusiloff, formerly commander- 
in-chief of the Russian armies, in 
talking to me in Moscow in 1921, 
reiterated time and time again that 
while he was opposed to the Bol- 
sheviks, he knew that they had pre- 
vented foreign countries from seizing 
her resources, and that as between 
Russian Bolshevism and foreign ex- 
ploitation he would choose the Soviet 
government every time. Russian prop- 


aganda undoubtedly helped to bring 
on the German revolution. I myself 
made a study of some of their propa- 
ganda work at first hand when, at the 
request of the American government, 
I sent into the German lines from Rus- 
sia a million copies of President Wil- 
son’s Fourteen Points of Peace, a work 
which necessitated receiving official 
permission from the Bolshevik war 
minister. General Ludendorff of the 
German staff says that Bolshevik 
propaganda was the chief factor in 
bringing on the collapse of Germany. 
General Hoffman says: “It was Bol- 
shevik propaganda that routed Ger- 
many from the East and then broke her 
morale and gave us this defeat and this 
revolution you now see ruining us.” 
In the publication of secret treaties the 
Soviet government did the world an 
inestimable service, and may have 
helped to sound the death knell of that 
ancient device. 

Above all else, the Bolshevik revo- 
lution has brought freedom to the 
peasant. It is popular to speak of the 
suppression of libertyin Russia. While 
this may be true to some extent in the 
cities, the peasants—who comprise over 
ninety per cent of the population—are 
untrammelled and free for the first 
time in history. The Bolsheviks have 
unwittingly accomplished their eman- 
cipation. Any one who is familiar with 
the realities of life in Russia to-day 
knows this to be true. 

Hence, judging Soviet Russia on the 
basis of the overwhelming preponder- 
ance of agreed fact about her progress 
and achievements in the eight years of 


‘her existence, she stands clearly en- 


titled to recognition. We cannot con- 
ting indefinitely a policy of “stumble 
anWheitt,” a policy of quarantining the 
Soviet government. No single com- 
petent authority believes that the 
Soviet government stands any im- 
mediate chance of being overthrown. 
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What do those who oppose recognition 
desire? When will they be willing to 
recognize Russia? Perhaps they wish 
to wait until the government has 
changed—but we have indubitably 
shown that it already has. The Bol- 
sheviks have long offered to pay their 
just debts, compensate our citizens who 
were damaged, and abandon all prop- 
aganda. What more do we want, and 
what more have we a right to expect? 
Again and again they have proposed to 
adjust all differences, and only eight- 
een days ago in Moscow, in a report 
on Russian-American relations to 
the Central Executive Committee, 
Litvinoff once more reiterated this 
willingness. 


Wuat Price INTERVENTION? 


For over eight years now certain 
Americans have been arguing against 
the recognition of Russia. In the early 
days, most of them pleaded for inter- 
vention and they had their wish 
against all that the rest of us could do. 
What did they accomplish? Inter- 
vention resulted in the destruction of 
property on a wholesale scale, in giving 
millions of dollars’ worth of material 
to the Germans, in legalizing millions 
of dollars’ worth of claims against the 
United States, in stimulating a Red and 
a White terror, and in the loss of Ameri- 
can and Allied lives. Even the most 
ardent interventionist has had to ad- 
mit that nothing was accomplished. 
Following the intervention, these same 
individuals argued in favor of non- 
recognition, the policy of quarantine of 
the Russian government. Nowforeight 
long years they have had their way, 
and what has it amounted to? What 
single concrete benefit has it brought 
to them, to the United States, or to the 
world? It ts true that it aided the 
starvation in 1921 and so gave us that 
opportunity to be generous. Is it not 
time to give recognition a chance, a 


policy of international friendship and 
good will? 

We have heard a great deal about 
the dangers of recognition, all of which 
has been disproved by the experience 
of every other civilized government in 
the world. All have recognized the 
Russian government, and in not a 
single instance has recognition been 
withdrawn—thus proving beyond the 
shadow of a doubt that the relation- 
ship has been advantageous. Suppose 
that for a few minutes we consider the 
dangers of continuing the policy of non- 
recognition. This should be indicted 
on at least four major counts. i 


DANGERS OF Non-RECOGNITION a? 


First, it has resulted in mutual ig- 
norance on the part of both the United 
States and Russia. It should be re- 
membered that prior to the war Great 
Britain had an ambassadorial and con- 
sular staff in Petrograd and consular 
representatives in forty-four other 
cities. Whether their present force is 
as large as this I do not know; but the 
United States has not a single repre- 
sentative, and the result is abysmal 
ignorance on our part. As far as the 
United States is concerned, I have 
only to quote from an article written 
by one “of the highest authorities in 
our Government” and published in 
Current History for February, 1926, 
which states that our officials cannot be 
sure about conditions in Russia nor can 
they advise cultivation of the Russian 
market. “There are several reasons 
for this, the chief one being that in the 
absence of diplomatic relations with 
Russia the United States finds it im- 
practicable to send its representatives 
into the country.” In the same period- 
ical Judge Gary adds his testimony: 
“Like many other Americans, I am 
ignorant in regard to many of the con- 
ditions which exist in Russia at the 
present time.” It is obvious that this 
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ignorance about Russia in America, 
and about America in Russia, will con- 
tinue as long as non-recognition per- 
sists. Every scientist realizes that 
ignorance is one of the most dangerous 
forces in the world to-day. No mat- 
ter how good or how bad the Soviet 
government is, we should know all 
about it. To secure such knowledge 
we need free interpenetration and as- 
sociation, and that in its turn can be 
secured only by recognition. 

There is a second danger of non- 
recognition and that is intolerance. 
It breeds professional agitators, who 
threaten those who differ with them on 
the question of recognition. Anyone 
who dares to advocate relationship 
with the Russian government, no 
matter how slight, is at once accused 
of being a Communist; and if his argu- 
ments are sound and he comes from an 
institution of learning, the attempt is 
made secretly to bring pressure to 
jeopardize his position. I have space 
here to cite only one illustration of this. 
Not very long ago President Hopkins 
of Dartmouth College, in an address at 
Chicago, stated that he believed that 
‘truth has nothing to fear from error, 
if truth be untrammeled at ali times 
and if error be denied the sanctity con- 
ferred upon it by persecution or con- 
cealment.” He declared that, if Lenin 
or Trotsky were available, he would 
“be glad to have the students hear 
them and to have them form their 
judgment as to the dangers or merits 
of Bolshevism on the basis of direct 
evidence, ratherthan through the incon- 
sistent and contradictory pronounce- 
ments of anti-Bolshevist propaganda.” 
The director of the American Defence 
Society retorted to the effect that 
“such remarks could well have been 
inspired in Moscow and are in strict 
accord with the well-matured plans of 
those who would overthrow the gov- 
ernment by violence.” Because the 


president of Dartmouth _ sincerely 
sought to search for truth, the Ameri- 
can Defence Society then sent out let- 
ters asking their recipients to bring 
pressure to bear on the Board of Trus- 
tees to oust Mr. Hopkins from the 
presidency. When an organization of 
such standing, claiming to be patriotic, 
and in defence of America, takes such 
an attitude toward a president of one 
of our best Eastern colleges, a loyal and 
patriotic American, we can realize the 
almost unbelievable intolerance which 
results from this policy of non-recog- 
nition. If such a policy is persisted in 
much longer, the result may be as 
Senator Borah predicted when charged 
with radicalism: “It may come to this, 
that a radical must be defined as one 
who still believes in the Constitution 
of the United States.”’ Everyone 
knows that the historic constitutional 
policy of the United States, from the 
French Revolution onward, re-enforces 
the argument for recognition. 

In the third place, the policy of 
quarantining the Russian government 
causes Americans to seem self-righteous 
and hypocritical. We feel that we are 
Christian; we are proud “of the mag- 
nificent outburst of American generos- 
ity”’ in feeding the starving Russians, 
and we claim that it is impossible to 
recognize a government “counseling 
class-hatred, bitter fratricidal strife 
and bloody revolution.” But since 
every other leading government has 
recognized Russia, in effect this pro- 
claims to the world that we alone are 
righteous and Christian and all the 
rest of the nations are pagan and wrong. 
Is it not rather inconsistent of us to 
recognize the Bolsheviks economically 
and declare them “outside the pale” 
politically ? 
Vassar describes the result: “‘A situa- 
tion is prolonged which is neither peace 
nor war, but which perpetually breeds 
resentment and ill-feeling, and which is 
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aconstant source of propaganda on one 
side or the other.” 

In the fourth place, the policy of 
non-recognition plays its part in stimu- 
lating extremists in Russia and America. 
It is quite possible that the best friends 
of the American Communist Foster 
and the extremists among the Russian 
Communists, who are also in a minority 
over there, are the very conservatives 
who here so vigorously oppose recog- 
nition. For in Russian Communism, 
as in American politics, there are several 
brands: the conservatives and the radi- 
cals; those who believe in international 
friendship and those who believe in 
international war. After recognition 
we could control and block Communist 
propaganda much more effectively than 
before, as is shown in the experience 
of every other country which has 
recognized Russia. The policy of non- 
recognition is a policy whose inevitable 
result is to stimulate the violent and 
radical factions in both America and 
Russia and increase propaganda. 


Wuy Nor Be ConservatTIvE ? 


In conclusion, may I say that I be- 
lieve in America and her institutions; 
I believe in our cherished ideals of 
liberty, equality and fraternity. In 
Europe to-day they are trying to forget 
the hatreds of war; they are trying to 
overcome the spirit of fear, of misunder- 
standing, and of hate. Is it not time for 
America to lead the way in a policy 
which spells co-operation and friend- 


» 
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ship with every nation in the world, 
even our enemies? 

Those who have advocated inter- 
vention, war and quarantine have had 
their way now for eight and one-half 
long years. Month after month they 
have predicted the overthrow of the 
Bolshevik government; and _ now, 
despairing of that result, they still con- 
tinue to advocate the policy of isola- 
tion, suspicion and hatred under the 
guise of non-recognition. Has not the 
time arrived to try the only policy 
which still remains to be tried? Amer- 
ica needs to give the world an example, 
not of fear, but of trust ; not of isolation, 
but of mutuality. We need to demon- 
strate our faith in freedom for each 
country to experiment in its own way. 
We need to prove that contrasting 
ideas can exist side by side. Above all, 
we need a greater loyalty to the ideal of 
tolerance. We have tried war, we have 
tried quarantine—why not be conserva- 
tive, and try association and friendship? 

If there are those, as there may be, 
who doubt these conclusions, can we 
not at least agree on the policy of ex- 
perimental fact-finding? Let us urge 
the government to send an official 
mission to Russia to ascertain the 
facts. Then if Russia refuses to settle 
her differences, there can be no dispute 
about the matter; on the other hand, 
if she comes to an agreement with us, 
we can once more resume our tradi- 
tional policy of friendship towards both 


the Russian government and people. a 
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E are making progress in the 
discussion of the Russian ques- 
tion. When I returned from my first 
trip to Russia in 1921, and said before 
the Foreign Policy Association of New 
York that “the leaders of the Soviet 
government, while wrong in their 
theories, are honest men; that the 
government will stand and any change 
must come by evolution and not revo- 
lution,” I was branded as a “Red” by 
the Secretary of the American Defense 
Society. The truth of both of these 
statements is generally conceded by the 
unbiased judgment of the world to-day. 
Senator Pittman said, “The real 
government in Russia is the Com- 
munist party; there is no other party 
in Russia.”' This statement while 
technically true is yet far from the 
truth. 

There is but one organized party in 
Russia, the Communist party, but 
within its ranks are two actual parties 
with a clearer line of separation than 
that which divides the two great parties 
in America—the conservatives, now in 
the majority and in control, led by 
Rikov, Kalinin, Stalin and others; and 
the radicals led by Zinoviev, Sakol- 
nikov, Bukarin, Kaminev and their 
associates. 
hb The members of the Communist 
es | party cast less than twenty per cent of 

oe the total vote at the last election. 


a. While the higher positions are still 
. largely filled by Communists there has 
ey been a steady increase in the propor- 
nee tion of non-Communists elected at the 


is past three elections. _ 


1 
2 re See p. 131. 
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The Situation in Russia du 

re By Hon. James P. Goopricu is 

al tres Former Governor of Indiana 9 


The present government of Russia | Re 
as the Senator states may be a dictator. | P® 
ship, but the present rulers of Russig | 4 
realize they can only govern so long | 
as they can command the support nf | 
the peasants and workers. Every step 
they take is with the full knowledge | the 
of that fact before them and the Soviet } ™ 


government is far more considerate of | "Y 
and responsive to public opinion than | 8° 
suc 


the Czarist autocracy ever was. 


Mr. Hindus said, “Communism | 
means one thing in Moscow and tha 
Leningrad but a far different thing to | 
the peasants.”? The truth is  the| The 
peasants never did accept Communism. the 
They never were and never will be| @™ 
Communists. The 

The law nationalizing the land nia | dow 
never been seriously regarded by the of 
peasant. He has the land; he believes} °™ 
it is his; and the downfall of the Soviet | thet 
government would follow any attempt live 
to interfere with him. dat 

The law against teaching religion Ir 
in the home and private and parochial Inte 
schools was never obeyed, and no| ™® 
pretense made by the peasants to| 
obey it. 

DEMANDS OF THE PEASANTS ale. 

Last year in deference to the de’ Thin 
mand of the peasants, the law was| os 
amended so as to permit the teaching 
of religion “wherever necessary for| dn 
confirmation in any religious organiza- he 
tion.” It was the peasant who forced So 
the adoption of the new economic ; 
policy in 1920; compelled the modifica- 

hk fs tion of the land laws, so that land may . lo 


| 
* See p. 158. 
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now be rented and labor employed to 
cultivate land; brought about the re- 
duction of peasant taxes and, gathering 
strength from each advantage gained, 
is adding the weight of his great in- 
+ fluence to the support of the conser- 
yatives. Eighty-four per cent of the 
Red army are peasant boys, and as the 
nt becomes more and more “ar- 
ticulate”’ it is certain that his voice 
will be heard in Moscow. 
The Senator charges them with 


carrying on propaganda. Certainly 
‘ied they did. After the October revolution 
Soviet) in 1917, they hoped for the world 
ate of revolution, expected all the capitalist 
| than | governments of Europe to fall and be 
succeeded by Soviet governments, just 
unism | #8 the French revolutionists hoped 
» ang | that all the crowned heads of Europe 
ing to | $000 would follow that of Louis XV I. 
. the | They know better now; they realize 
sniem, | world is not ready to accept Com- 
“ill be | MUnism as exemplified in Russia. 
| They have given up all hope of the 
1d has | downfall of the capitalist governments 
ny the of Europe, and have reached the 
elieves} conclusion that they must adjust 
Soviet | themselves for the present, at least, to 
tempt / live in a world made up of capitalist 
states. 
eligion I am not inclined to credit the Third 
-ochial | Internationale or the Russian govern- 
nd no| Ment with all the Communist propa- 
nts to| Sanda in America. As I remember it, 
we had this sort of thing long before 
Lenin organized the Third Internation- 
S ale. We will have it long after the 
he Third Internationale has ceased to 
aching It will make no progress in America 
ry fa| * long as the soil of our political life 
ani | 2 rich with the leaven of social and 
reed | Mdustrial justice. 
mee So long as wealth is widely diffused, 
sdifica-, long as the worker of to-day may be 
d ma the captain of industry of tomorrow; 
% long as our social life is stratified 
and not 
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I do not fear any kind of Oundaitiih 
propaganda. 
As President Masaryk so well said: 


Bolshevism doesn’t spread by infection, 
it isn’t that kind of a disease. If the soil 
isn’t ready, it won’t grow; if it is ready, it 
will spring up like a fungus and grow in 
spite of all laws against it. 


Mr. Wright insists that the workers 
of Russia are worse off than they 
were under the Czar.* Under the 
Czar they were not permitted to or- 
ganize, their wages were wholly in- 
adequate and their living and working 
conditions were indescribably bad. In 
a petition in 1905 for the redress of their 
wrongs, they asked among other things 
for a ten-hour day, a living wage and 
improved housing conditions so that 
a married worker might have one room 
for himself and family. 

The request was denied. If Mr. 
Wright could see, as I did, the model 
workers’ homes being built in Lenin- 
grad, Moscow, Novgorod, Karkoff, and 
talk with Russian workers he would not 
make that statement. The Russian 
worker knows he is better off than he 
ever was before, and he would laugh 
at any one who tried to tell him the 
contrary. 

I find myself in agreement with 
nearly all of the statements made by 
Colonel Robins. Colonel Robins said, 
“In many of the essentials of civilized 
life, production is approaching prewar 
standards.”* This is true as to oils, 
textiles and food products, but is not 
true as to the great basic industries— 
coal, iron and steel—where production 
is only a small fraction of prewar. 
There can be no great progress in these 
industries without credits to purchase 
improved machinery. 

Neither do I quite agree as to the 
idea of sending a commission, but I 


3 See p. 134. 
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¥ dissent only because I do not believe 
_ it would result in any agreement. 


TO RECOGNITION 


oe 7 Three things stand in the way of 


recognition as outlined in the Presi- 
dent’s message of 1923: (1) Payment 
of Kerensky debts, (2) payment for 
or restoration of American property 
nationalized, and (3) stopping of 
propaganda. 

Russia has time and again said, 
“While we refuse to admit the obliga- 
tion, we will yet arrange to pay the 
Kerensky debts on the basis of ‘reci- 
procity.” We will pay for or re- 
store property of American Nationals 
and make mutual covenants as to 
propaganda.” 

In short, the Russians want to sit 
down and talk it over and bargain the 
payment of our valid and liquidated 
debt as against their disputed and un- 
liquidated claims for damages incurred 
by the American invasion in north 
Russia and Vladivostok and what they 
claim to be the unlawful payment of 
over $30,000,000 to Bakhmeteff about 
the time of the fall of the Kerensky 
government. 

It is equally clear that, if they do 
recognize the Kerensky debts and 
restore or pay for the property of 
American Nationals, they will want 
some assurance as to loans, without 
which progress in Russia will be a long 
and painful process. 

The question of propaganda is more 
difficult of solution from the Russian 
viewpoint. 

The Third Internationale has its 
domicile in Russia. At its head is 
the voluble and volatile Zinoviev, 
erstwhile member of the powerful 
politboro and president of the Moscow 
Soviet, from both of which he was re- 
moved and shorn of all his political 
power at the December meeting of the 
Communist party. 


Pi ae of the economic life of the country. 


To deny it asylum would be giving 
serious offense to the young Com. 
munists of Russia, many of whom stil] 
indulge in the foolish dream of a world 
revolution. 

So long as they give it asylum they 
are in the position of desiring friendly 
relations with other governments of 
the world, while sheltering and support- 
ing an organization committed to their 
violent destruction, a situation that 
will haveto be corrected before any genu- 
ine international relationship can exist, 

None of these questions can be 
settled by a commission; all of them 
can be settled by Russia and require 
no action on our part. 

Once they admit without qualifica- 
tion the Kerensky debts and agree to 
set in motion some satisfactory plan 
to restore or compensate for property 
of American Nationals, the solution of 
the other question will not be found 
difficult. 

Mere recognition will not help 
Russia. Our government will not loan 
her or any other nation a dollar. We 
refuse to permit American bankers to 
make loans to France, with whom we 
sustain full diplomatic relations, until 
she has settled to our satisfaction a 
debt the validity of which she has not 
denied. It is clear then that we will 
not loan or permit a loan by American 
bankers to Russia until she has not 
only accepted responsibility for the 
Kerensky debt and arranged for its 
liquidation, but arranged for the resto- 
ration of or compensation for confis- 


cated property of American Nationals. , 


These questions settled, then America 
would be prepared to examine any 
claim Russia has against us and I hope 
in a spirit of friendly co-operation. 
Russia after recognition would soon 
realize that mere recognition is but 


the first step and by no means the) 


most important one in the restoration 
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The peasant will not continue to 
produce and sell his surplus food 
products unless he can get in exchange 
goods at a fair price. Russia can 
neither import the goods to supply 
the peasants’ demands, nor purchase 
the machinery to manufacture them 
at home without foreign credits, and 
foreign credits cannot be obtained, in 
America at least, until after recognition 
and the settlement of the other related 
questions. 

I am not questioning the soundness 
of the position taken in the Hughes 
note that Russia can settle all the 
difficulties in the way of recognition 
by withdrawing its repudiation of its 
debts, restoring or paying for property 
confiscated and stopping propaganda. 
In the end, however, it will be found 
necessary to sit down and discuss 
these and all other matters in dispute 
between the two governments. 


Co-OPERATION OF Russta NECESSARY 


We ought to have the courage and 
the wisdom to get out of the legalis- 
tic impassé in which we are now 
involved by recognizing the rather disa- 
greeable fact that the present govern- 
ment is in fact the government of Rus- 
sia, and then sit down with Russia and 
adjust the matters in dispute in the same 
generous fashion we have manifested 
in settling with other governments. 

There can be no disarmament in 
Europe without Russia; yet the pre- 
liminary conference is soon to meet 
at Geneva to engage in a fruitless 
discussion of that question without the 
presence of a European nation of 
130,000,000 with the second largest 
army in Europe: 

The Asiatic question cannot finally 
be settled without the help of Russia, 
with more than one thousand miles 
of frontier touching China, and in 
dose contact as she is with every sore 
spot in that great continent. 


The events now occurring in Poland © 
show how important is the co-operation =— 
of Russia in the adjustment of the 
affairs of Europe. Russia trusts Amer- — 
ica as she does no other country. _ 
There are no possible conflicts between 
us. Once in the family of nations, I _ 

am convinced she would want to co- 
operate with America in the solution 
of all international questions. 

We have loaned money, and ad- 
vanced credits to almost every nation in 
Europe. We, above all others, desire 
and will profit most by their political 
stability and industrial development. 
Neither of these desires can fully be 
realized until Russia with its vast 
resources is restored to its place in the 
family of nations. Yet we are not do- 
ing a single thing to accomplish the 
settlement of the Russian question. 

The men who are the nominal 
rulers of the country are mostly Com- 
munists. The men who are actually 
carrying on the business of the country 
are largely the engineers and experts 
trained under the old régime or since 
developed. 

The government has recently sepa- 
rated itself from the Third Interna- 
tionale. It has lost faith in a world 
revolution. It is slowly but surely 
separating itself from the Communist 
party organization. It is learning 
that in the solution of its economic 
problems it must follow the example 
of the capitalist world. 

Soon, I am convinced, it will surren- 
der its control over the great basic in- 
dustries and domestic and foreign 
trade. 

Communism has been defeated in 
Russia. It has failed when put to the 
pragmatic test. 

Russia suffered incredible losses in 
the World War. The Soviet govern- 
ment deserted by the Allies; her ports 
closed by a cruel and inhuman block- 
ade; invaded on the north and east 
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by the Allies; attacked on all sides by 
the Whites; led by the ablest generals 
of the Czarist army; assisted by Allied 
officers; equipped and amply financed 
by French and English gold; supported 
by the peasants she defeated them all, 
and in spite of war, revolution, famine 
and pestilence is as firmly established 
to-day as any government in Europe. 

She is now fighting a far more dan- 
gerous foe, is fighting a losing game and 
facing inevitable defeat. 

Victorious against enemies from 
without, she is yielding to the enemies 
within her own household. She has 
found that life is stronger than theory 

a and before the inexorable facts of life all 


wine” 


pert 


her Communist theories must give way. 

With the inauguration of the new 
economic policy in 1920 she set in 
motion forces beyond her control; 
forces that are slowly but surely com- 
pelling changes in the government, 
forces that will continue until there 
shall evolve in Russia a government not 
Communist as the founders dreamed, 
but one more in harmony with the 
governments of the outside world and 
through which a great nation of people, 
kind-hearted, honest and industrious, 
inhabiting a vast Empire with the 
greatest untouched natural resources 
in the world, can realize their aspira- 
tions and fulfill their destiny. 


388 


ae 180 ANNALS OF THE AMERICAN ACADEMY 
| 
| 
ma 
ma 
me 
thr 
5 nit! 
the 
det 
tior 
| but 
and 
| tow 
mer 
, Sot 
be | 
idea 


a 


The United and to 
Recognition of Present Soviet Régime 
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By Hon. Key Pirrman 


U. S. Senator from Nevada 


determining factor. 


HE question, shall the United 

States extend diplomatic recogni- 
tion to the Soviet government of 
Russia, is one of great import. Why 
should we refuse to recognize her? 
Our relations with Russia are friendly. 
We are imbued with the highest ad- 
miration for the mental and physical 
virility of her people. Our sympathies 
are deeply touched by the fortitude and 
patience with which they meet suffer- 
ing and death attending their govern- 
mental evolution. We believe that 
they will work out their destiny through 
those means and instrumentalities that 
are adapted to the peculiar character- 
istics of the race. That they will be- 
come a powerful factor in the world we 
have no doubt. 

The resources of Russia are vast and 
enticing. Russia even now is carrying 
on a larger trade with America than 
with any other country, and that trade 
may be increased if we extend diplo- 
matic recognition to the Soviet govern- 
ment. It is even suggested that a 
threat against peace hangs over our 
heads unless we extend such recog- 
nition. 

All of these things may be true, but 
they do not, in my mind, constitute the 
The great ques- 
tion involved is one not of expediency 
but of principle. What is the attitude 


' and conduct of the Soviet government 


towards our people and our govern- 
ment? That is the decisive question. 
So that my views on this subject may 
be better understood, let me give my 
idea of the form of government in 


Russia. 


Inoer Hanpb 


The real government of Russia is the 
Communist party. There is no other 
voting party. Out of the one hundred 
and eighty millions of Russian people 
the Communist party consists of only 
a few hundred thousand of selected 
supporters of the rulers. Some of the 
principles of the Communist party are 
well known. They denounce every 
form of existing government save their 
own as a capitalistic government and 
unworthy to exist. They unhesitat- 
ingly proclaim that, through the Third 
Internationale, and other agents, they 
seek to destroy all other forms of govern- 
ment and substitute in their stead their 
own system. A few rulers dominate 
the Communist party. These rulers 
organized and dominate the Soviet 
government. These rulers organized 
and dominate the so-called Third 
Internationale, which is the instrument 
of the Communist party to spread 
propaganda throughout the world. 
The Soviet government supports the 
Third Internationale. The present 
Soviet government is the antithesis 
of our government. They believe 
in control by minorities. We believe in 
control by majorities. They believe in 
control through force of arms. We be- 
lieve in government through respect for 
law. We hold to the doctrine that it 
were better that many who are guilty 
should escape than that one innocent 
person should suffer punishment. 

The Soviet government has de- 
stroyed thousands of innocent persons 
in their determination that not one 
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whom they deemed guilty might es- 
cape. The Communist party, in its 
fanaticism, has made slaves of its 
people, brought on famine, deluged 
their great country with atheism, blood 
and death that the millions of people of 
Russia and the hundreds of millions 
throughout the world might be made to 
bow to their will. 


Soviet 


And yet, I must confess that, asmuch 
s I abhor such a government, my firm 
belief in the wisdom of recognizing 
de facto governments would impel me to 
advocate the recognition of the Soviet 
government were it not for the conduct 
of such government towards our gov- 
ernment and our people. 

I have outlined my understanding of 
the Communist system of government 
in Russia and the character of rulers 
that dominate that government. Now 
let us see what has been their conduct 
towards our people and our government, 
and towards all of the people of the 
world and of all the other govern- 
ments deemed worthy of attack. 

The Soviet government has con- 
fiscated the property of our citizens 
without compensation, and at a time 
when we were at peace with the Russian 
government. They have ridiculed the 
moral principle of international law, 
upon which the just claims of our 
citizens are based. They have at- 
tempted to organize violent revolutions 
in our country to the end that our 
government might be destroyed and in 
its place substituted their abhorrent 
Communist system. They infiltrated 
through Italy during the war. Even 
then they started their propaganda. 
In the throes of reconstruction after the 
war they aroused Italy to an anarchis- 
tic state. They were about to succeed. 
But one thing prevented the establish- 
ment of the power of the Communist 
party in Italy and that was the counter- 


revolution started by Mussolini, which 
ended in another but different kind of \ 
dictatorship. France, Germany and 
England have been fighting constantly 
the propaganda and machinations of 
the Communist party of Russia. 

But we do not have to go back even 
so far for a view of their actions. Al] 
of us have been watching with deep | 
concern the momentous struggle stil] 
going on in England. So far it has 


been a peaceful, economic revolution, } 


However, it seemed to have no other 
end than a governmental revolution. 


Is there any doubt that the Communist } 


party of Russia has already attempted 
te turn that peaceful economic revolu- 
tion into a violent political revolution? 
Is there any doubt that the leaders of 
labor unions in England have been 
fighting to maintain control of their 
followers as against leaders of the 
Communist party? Is there any doubt 
that the Communist party would al- 


ready have accomplished such purpose 
had it not been for the homogeneity of 
the English people, the sturdy, stub- 
born character of their manhood, and 
the love of old England, its traditions 
and institutions by the humblest sub- 
ject equal to that of the highest? Is 
there not a lingering fear that, if the 
great contest, attended with poverty, 
starvation and suffering, continues, this 
persistent force may yet undermine 
the strength and manhood of England? 


A QuEsTION oF PRINCIPLE 


We have no fear of Communist 
propaganda in this country, although 
we resent it. We are satisfied that our 
government is built upon a foundation 
that cannot be shaken by the de- 
structive and fallacious principles of 
Communism. We have an abiding 
confidence in the intelligence, the inde- 
pendence, the manhood and the pa- 
triotism of our people, and when those 
qualities exist in a condition of highest 
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ity we need have no fear of 
destructive forces. 

But it is not a question of fear; it is a 
question of principle. Shall we hold 
out the hand of fellowship and invite 
into our house the man that we know 
has the intention of entering there for 
the purpose of destroying our home? 
I would not extend the hand of fellow- 
ship to such a man, nor would I invite 
him into my home as a trusted friend, 
and I will not do those things as a repre- 
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sentative of my government that I 
would not do in my own personal affairs. 

On the other hand, I would not join 
with those who might seek to interfere 
with or destroy the Soviet government. 
In fact, I will be one of the first to ad- 
vocate the recognition of the Soviet 
government when it shall accord honor- 
able treatment to our citizens, cease to 
interfere with other peoples and other 
governments and, in good faith, de- 
stroy the Third Internationale. 
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Why the Soviet Government Cannot Be Recognized 


ate English Language Secretary, Pan-American Federation of Labor, 
and Editor, International Labor News Service 

T is the point of view of American thrown open to American labor 
labor, and the point of view which and capital; 


seems to me the only one worth while, 
that in dealing with the Soviet régime 


in Russia the policy of Americamustbe ==> 
~ 


all upon trade or economic considera- _ 


based entirely upon principle and not at 


tions. 

The recognition or non-recognition 
of the Soviets by America has been, is 
and should be forever dependent upon 
something far more in keeping with 
American traditions and principles than 
either the volume of business to be had 
or the economic conditions of the Rus- 
sian people themselves. 

It would be my pleasure to devote 
myself entirely to that aspect of the 
situation. But so much has been said 
about the importance of other consid- 
erations that I shall take a portion of 

oh my time for discussion of those rela- 
tively non-essentials. 
or We have been told: 
ase: a (1) that we ought to find some road 
ook ; to agreement with the Soviets 


. so that trade may be stimu- 

lated; 
(2) that Russian labor enjoys the 
: ae best standards in Europe and 
that Russia has the most com- 


prehensive plan for general pop- 

education; 
: _ (3) that we ought to send a business 
ie ae and diplomatic mission to 

Russia; 

fe that Russian natural resources 
ss should be brought into the 
: ; service of Europe and the 


- Russian market should be 


(5) that Russia would, if so ap- 
proached, make a reasonable 
settlement of her debt to 
America, compensate for prop- 
erty pillaged and guarantee 
against propaganda inAmerica, 

These are the things we are told 
every day in the year. Manifestly 
those who bear these messages are not 
enemies of the Soviet régime. But let 
us examine, all too briefly, the pro- 
posals as made. 


TRADE AND LaBor ConpiITIONS 


It is a curious fact that trade with 
Russia is better than ever and that the 
United States has more than the lion’s 
share of Soviet business. Russia’s 
average imports from the United 
States, England and Germany com- 
bined, during the years 1909-13, 
amounted to about sixty-four per cent 
of her total imports and of the sixty- 
four per cent the United States supplied 
about eleven per cent. Russian im- 
ports from the same countries in 1924- 
25 amounted to about fifty-seven per 
cent of her total imports and of the 
fifty-seven per cent the United States 
supplied about forty-seven per cent, a 
little less than one-half of all the 
Russian imports from the three coun- 
tries. 

If trade is to be the reward, then busi- 
ness has its reward already and the 


honor of the country need not beoffered | 


as its equivalent. In 1923 President 
Coolidge said in a message to Congress: 
I do not propose to barter away for the 
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of trade any of the cherished 
rights of humanity. I do not propose to 
make merchandise of any American prin- 
ciples. These rights and principles must 
go wherever the sanctions of our govern- 
ment go. 

We have, it seems to me, the right at 
least to hope that those who have a 
regard for ethics in international affairs 
will support that pronouncement of an 
administration that has not gained 
fame because of ethical pronouncements 
but rather as the exponent of business. 

With the picture of Russian labor 
conditions let us deal briefly. We 
grieve that the workers of Russia are 
not as prosperous as is by some reported. 
The splendid program of education, let 
us concede, exists. But the existence 
of a program has never educated any 
child or put finer thoughts into the 
mind of any adult. Programs are 
easily made and a hundred of them 
could be made here to-day. Sad to re- 
late, there is in Russia only a program 
for education. 

It was Rykov, addressing the Petro- 
grad Soviet but a few weeks ago, who 
said that forty per cent of the children 
are without school facilities. It was 
he also who said that labor productivity 
has declined during the last eight 
months, that the Soviet authorities are 
unable to decrease dwelling congestion, 
that wages could not be increased, that 
there are 300,000 waifs and that thirty 
per cent of the peasantry is without 
horses. 

The New York Times of May 13, 
1926, quotes Djerkinsky, president of 
the Supreme Economic Council, as 
saying that the average wage for 
building trades’ laborers is from twelve 
to twenty-five chervonetz rubles per 
month, which is from six to twelve 


_ and one-half dollars. And they work 


a ten-hour day. The International 
Labor Office at Geneva reports the 
metal workers’ wage as 52.64 cher- 
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vonetz rubles per month—$26.32. And 
for practical purposes these wage 
figures must again be cut in half be- 
cause of the fact that the buying 
power of the ruble is but half its prewar 
buying power. The railway workers 
fare-as badly. Their monthly wage 
is now fifty-eight rubles, and the Com- 
missar for Communications, Rudzutak, 
reports that “good work could hardly 
be expected so long as station staffs 
were housed in tents and _ trucks, 
workers’ settlements consist of dug- 
outs. 

If these, the standards in what are 
usually accepted as the best paid in- 
dustries, are the best in Europe, then 
Europe has sunk to a level lower than 
even the best informed of us is aware 
of. The fact is that the Russian 
worker is to-day enslaved politically, 
mentally and economically—the most 
abject victim of brutality, autocracy 
and terrible ambition in the civilized 
world. 


Have Or anp Water Ever Mrxep? 


When we come to consider the gains 
to be secured from “sitting down 
around a table” with Soviet repre- 
sentatives, where do we find ourselves? 
Those who propose this course say we 
should get some sort of settlement of 
the debt, some sort of return of prop- 
erty or compensation therefor, and a 
promise to stop propaganda. 

The Soviets can meet all of these 
conditions without sitting anywhere 
except at their own desks. These 
would no doubt be considered some of 
President Coolidge’s “works meet for 
repentance,” and no conference is 
required for their doing. If a ma- 
rauder is abroad no wise man thinks 
of going into conference with him to 
bring about an agreement under which 
he will stop his criminal career. The 
marauder is considered to have no 
right save the right to a fairtrial. The 


| 
i 
4 
| 
labor 
| 
if 
+ 
4 
i 
| ‘ 


136 


thing for the Soviet régime to do is not 
to talk about stopping, not to talk 
about repairing, but to do those things. 

But the moment the Soviet régime 
ceases propaganda for the world revolu- 
tion, it abandons its avowed principal 
mission in existence and loses its one 
dominating characteristic. It cannot 
stop. 

“Whatever benefits Communism is 
moral; whatever injures Communism 
is immoral,” said Lenin, and America 
must reckon with that fundamental 
Soviet doctrine. Morality does not 
exist in the Soviets. A word given to 
the bourgeoisie is a word to be broken 
at Soviet convenience. 

Stalin, the most powerful man in 
Russia to-day, said just last December: 
“The theory and practice of the Com- 
munist Internationale is the organiza- 
tion of the mass revolutionary move- 
ment against capitalism. This is true. 
This is the task of Communists.” 

He said further at the same time: 
“The theory and practice of the Com- 
intern (Communist Internationale) 
consists in the organization of the 
revolutionary mass movement against 
capitalism.” 

In which countries now having rela- 
tions with the Soviets have the condi- 
tions suggested here been granted or 
fulfilled? Every nation that has recog- 
nized the Soviets has had nothing but 
grief foritsreward. Stanley Urquhart, 
reporting recently to the directors of 
the Russian-Asiatic corporation, said 
that in eight years the Soviets had not 
returned to anyone one farthing of 
compensation for property confiscated. 
And in no nation has there been a 
cessation of propaganda. 

I have just come from Mexico where 
I talked with the man who had been 
labor attaché representing the Mexican 
foreign office in Russia. He resigned 
to come home and go to work in a 
factory rather than continue where, as 


re a 


is 


he said, “no lover of liberty could be | 
happy,” because of constant espionage } 
and constant rifling of his papers. And 
in Mexico the chief business of the 
Russian Soviet ambassador is to propa. | 
gandize and suborn the trade union 
movement, at which task he has hap. 
pily been a complete and miserable | 
failure. But such is the task of 
Soviet diplomats wherever they go. 
They are agents of the program af | 
world revolution. 

What recognition means was ad- 
mirably set forth by Mr. Elihu Root 
in a letter to Mr. Ivy Lee, adviser on 
public relations to the Standard Qj) 
Company. Mr. Root said: 


For the United States to “a 
Russia would be to publicly acknowledge | 


that the avowed purpose of the present 
Russian government to overthrow by 
force our system of government is consist- 
ent with international friendship. Of 
course, that would be a lie, and it is always 
unwise for a nation to govern its action by 
anything but the truth, as it understands 
the truth. 


American labor, which I think can- 
not be said to be acting selfishly, has 
repeatedly declared its opposition to : 
recognition, and this in the face of 
repeated lures of more work for those in 
need of work. But it kept the faith. 
Samuel Gompers, in a most impressive 
moment when we were talking of these 
things alone, said that it was his hope 
that America would be the final de- 
fender of democracy, the last remaining 
line of defense for freedom, if it should © 
so come to pass that Europe fell en- 
tirely under the sway of autocracy. It 
was a splendid hope and a splendid 
tribute to what he believed America to 
be. 

The Soviet régime is autocratic to the 
last degree. It is composed of various , 
branches, each having its purpose— 
the so-called Government of Russia, 
the Russian Communist party, and the 
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All of 
these link together under a common 
head, but of the three the Internationale 
isthe most important. It is clear that 
the dictators of Red Russia care not for 
the welfare of Russians, except as it is 
jn some degree necessary to the business 
of keeping the Red Internationale in 
workingorder. That isthe spearpoint, 
the engine for world conquest. 
Regardless of whether we believe the 


> propaganda of Bolshevism is dangerous 


| 


( force alone. 


and effective, they believe it, and they 
continue it, not in friendship, but in 
avowed hostility. Let me ask how we 
can go in friendship to a régime that is 
avowedly hostile to us without by so 
doing laying ourselves the more con- 
yveniently open to the attack? Real 
peace cannot be made when one party 
to the alleged peace is hostile and in- 
tends to remain hostile. 

The Soviet régime rests, not upon 
any consent of the people, but upon 
So it came, so it remains, 
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strange as it may seem. It is the most 
unscrupulous force the world has ever 
known, the most menacing. 


For THE SAKE OF PRINCIPLES 


America has pursued a proper course. 
We need not follow the example of 
other nations which have uniformly 
acted for reasons that do not exist in 
America. If others make common 
cause with revolution, with treachery, 
with brutality, with arrogance and 
autocracy, if others open their doors to 
these things, must we do likewise against 
our better judgment and in betrayal of 
our faith in freedom and democracy? 

Let us thank what gods there be that 
America has had the courage, the faith, 
the vision, to be right and let us pray 
that she may with equally splendid 
courage go on in faithfulness to the 
most cherished principles of organized 
human society. America can afford to 
be right, no matter how many others 
may be forced to be wrong. 
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HE gentlemen who are opposed to 
the recognition of the Soviet 
régime have indicated clearly enough 
the grounds of their opposition. I 
believe I do not mistake their views 
when I say that they would withhold 
recognition of the present Russian gov- 
ernment until it has changed its in- 
ternal policies and abandoned its ex- 
ternal designs. As for the internal 
policies of the Russan government we 
must acknowledge that that is a matter 
of concern to the Russian people them- 
selves. I think it is almost an insult 
to the democratic spirit of the people 
of this country to attempt to make them 
feel that America should abstain from 
diplomatic relations with Russia be- 
cause of the internal policies of the Soviet 
government. If we so vigorously ob- 
ject to the Soviet government meddling 
in the internal affairs of other nations, 
including our own, what right have we 
to meddle in its internal affairs? As 
for the external designs of the Soviets 
and the Communist party, let us be 
quite candid. Senator Pittman says, 
“Let the Bolshevists destroy the Third 
International and give up their revolu- 
tionary propaganda in foreign lands.”’! 
Destroying the Third International, 
scrapping the propagandist machine of 
the Communist party in Russia, will 
not kill the Communist revolutionary 
ideas that the Bolsheviki have loosened 
upon the world. The only way to rid 
the world of these is to meet the chal- 
lenge that they have hurled at the en- 
tire civilized world. 


By Maurice G. Hinpus 
New York City 


The Russian Peasant and the Soviet Government 


Errect oF REVOLUTION ON 
PEASANT 


However, I do not wish to devote my 


time to the discussion of the question 


of recognitions There is another mat- 
ter to which I wish to invite your at- 
tention: the effect of the Revolution 
on the Russian peasantry, the one 
hundred million people, of whom so 
little is being said these days. These 
people are the real flesh and blood of 
Russia. There are really two Rus- 
sias, the Russia of the city, and the 
Russia of the village, and the one does 
not resemble the other. One really 
cannot know Russia without knowing 
the peasant. Take for example the 
matter of freedom of speech. There is 
none in the city. When you are in 
Moscow and Leningrad, you feel that 
the people who wish to think for them- 
selves may keep on thinking, but dare 
not voice their thoughts publicly. 
But the moment you leave Leningrad 
and Moscow and get into the villages, 
you are in an entirely new world. The 
men in the villages may or may not 
know that there is a law against free- 
dom of speech. It doesn’t make any 
difference to them anyway. They 
speak freely, vehemently, law or no 
law. 

The Russian Revolution has done 
this for the peasant. It has made him 
audaciously articulate. I remember 
the village into which I went soon after 
I left Moscow. 
of the Soviet Court there. An old 
woman was brought in on the charge 
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Tae Russian PEASANT AND THE SOvIET GOVERNMENT 


In the old days people who appeared in 
a Russian court were always asked 
what their religion was. Nowadays, 
no such question is asked. Instead, 
the judge asks these people whether or 
not they are members of the Com- 
munist party. When the judge put 
this question to the old woman, she 
straightened up, stiffened and replied: 
“And why in the devil do you suppose 
I'd want to be a member of the Com- 
munist party?” Having just come 
from Moscow her words were almost a 
shock to me. I was not prepared to 
hear anybody, least of all a peasant, 
speak so venomously of the party in 
power. 

On another occasion I was visiting 
the chairman of a village Soviet in his 
home. He was a young fellow like 
most of the officials in the Russian 
villages. With much enthusiasm he 
began to narrate to me the ,achieve- 
ments of the Soviet in his community, 
of the schoolhouse it had built, the 
various study classes it had been con- 
ducting, classes in sanitation, in agri- 
culture, in atheism and other kindred 
subjects. While he was talking his 
father, an elderly muzhik, who lay 
stretched out at full length on the top 
of the brick oven, was quietly listening. 
Of a sudden he turned to me and 
shouted at the top of his voice: “My 
American friend, don’t pay any atten- 
tion to what that bum is telling you. 
He is my son, but he is a bum, because 
he is a Bolshevik, and every Bolshevik 
is a bum.” I wondered then what 
would have happened to a man in 
Moscow if he had been heard speaking 
so disrespectfully of the Bolsheviki. 

Indeed, the Russian peasant con- 
stitutes a world all his own. As a 
matter of fact if the peasant had been a 
politicaliy-minded human being, there 
never would have been a Bolshevist 
Revolution in Russia. If he were to 
become politically-minded over night 


q 


I do not know what would happen, but | ¥ ; 


I think that the Bolshevik régime 


would come to an immediate end. 


Not until the Russian peasant has be- ae 


come politicaliy-minded is there any © 
likelihood of there being any organic 
changes in the political ideas and prac- 
tices of the Russian government. 


Tue Russian PEASANT 


Look at this peasant. Study his 
home life. 
his is! 
in which I was born, and which I left 
as a boy some twenty years ago, I . 
found it as dismal and desolate a place _ 
as it was in the old days—people living 


as in former times in little log-hovels 


and sharing their lone living room with _ 
pigs and chickens; people still ignorant _ 


of underwear and handkerchiefs and _ 


One 


of rudimentary laws of hygiene. 
of the speakers who preceded me de- 
plored the low standard of living of 
the Russian working man under the 
Bolshevik régime. But he forgot to 
add, or perhaps he did not know, that 

the standard of living of the Russian — 


working man and peasant always was 
low, the lowest possibly of any class of 
people in Europe. It gets us nowhere 


to compare the condition of life of the | 
Russian masses with that of the Amer- 
ican masses. America and Russia al- 
ways were two worlds apart. Land- | 
lords in Russia under the old régime © 


did not enjoy the same modern con- iS Bs 
in their homes that the 


veniences 
American carpenter or bricklayer or 
plumber is enjoying in his home. The 
standard of living of the Russian © 
peasant may not have improved at all — 
since the coming of the Revolution. © 
But it could not have sunk lower than 


it was because it could not possibly — § 


have sunk any lower at all. 


It will take a long time before the (iene 


outgrow his age-old 
for example, 


peasant will 
heritages. Take, 


What a wretched existence ives 
Wherr I returned to the village _ 


his 
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attitude towards government. It is 
wholly negative. He mistrusts gov- 
ernment—all government. I can best 
explain his attitude by telling you of an 
old man, the village miller, in my own 
old home, and please remember, he 
represents the average peasant. Again 
and again this miller would say to me, 
“Why do we need a national govern- 
ment? What good to us is Moscow? 
Why don’t the central authorities leave 
our village alone? We can rule our- 
selves; we are no cripples; we know 
what we want. If we had no one from 
the outside to interfere with us, we 
could not only rule ourselves but we 
would live in peace and happiness, 
without armies, without taxes, without 
wars.” 

In reality the Russian peasant is an 
anarchist, and is it any wonder that he 
is? Consider the centuries of ex- 
perience that he has had with the old 
régime, which kept him in poverty, 
ignorance and sloth. Government has 
always meant to him only one thing— 
oppression. 

To me, the hopeful thing about the 
Russian peasant at the present time is 
the fact that the Revolution is slowly 
but mercilessly jolting him out of his 
old inertia. It is compelling him to 
think. He is talking now as he never 
has talked in all his existence. He is 
asking questions. which he never asked 
in the old days. He is interested in 
ideas of which he never thought before. 
He is learning a host of new things. 

Father Walsh in speaking of educa- 
tion in Russia deplored the fact that 
there are less schools now than there 
were in the old days.2 I have no 
statistics at hand, and I am not in the 
position to dispute the statement. 
Perhaps it is correct as far as primary 
schools are concerned. But there is a 
type of education that the peasant is 
getting, which in my opinion, is des- 


tined to have far-reaching conse- 
quences. Let me explain. I was ina 
peasant Soviet one day, when a man 
came in to see the chairman, and while 
talking to the latter he, peasant- 
fashion, spat on the floor. The chair- 
man immediately jumped on a chair, 
and delivered a lecture lasting for a 
half hour on the subject of “why people 
should not spit on the floor.” Take 
another case: I was in a village once 
which was just getting over an epi- 
demic of typhoid fever. You must 
remember that there always were few 
physicians in the Russian villages, 
There is one physician to every seven 
hundred persons in the United States, 
and only one to every twenty-five 
thousand peasants in Russia. There 
was no physician in the village of which 
Iam speaking. I visited a home where 
the mother was ill with typhoid, and 
you should have seen how her husband 
and the children were taking care of 
her. They had the windows in the 
house shut tight, though it was sum- 
mer; they had the sick woman wrapped 
in a huge sheepskin coat. They fed 
her out of the same spoon and plate 
which they were using. They had no 
beds in that house, but only a wide 
sleeping platform for the use of the en- 
tire family, and they all slept on this 
platform with the sick woman beside 
them. 

And yet, in that same village, I at- 
tended a meeting at which a lecturer 
from the nearest city was instructing 
the peasant in the fundamentals of 
modern hygiene. There are literally 
thousands of such lecturers, men and 
women, mostly young people, traveling 
from village to village and endeavoring 
to enlighten the peasant, not only on 
matters of hygiene but on modern 
methods of agriculture, modern ways 
of building homes, modern ways of 
bringing up children, and on other 
subjects of immediate concern to him. 
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too poor, and because of the shortage 
of land in Russia, he will always remain 
too poor successfully to fight his 


; Man Let me in conclusion emphe 3ize the 
while fact that real Russia is made up of economic battles alone. He must co- 
ssant- | these millions and millions of peasants. operate with his neighbours, if he is 
chair- > To understand Russia, we must think ever to rise from his present economic 
chair, | in terms of past experiences, of present plight. Sooner or later, when he has 
for a experiences and of the tremendous become politically conscious, his co- 
eople | |atent possibilities of these people. I operative societies will play a decisive 
Take | think that if more of us would study _ political part in Russia. I believe that 
once the peasant, we would be less passion- Russia is drifting into a compromise 
-epi- } ate in our attitude toward the Revolu- between the collectivism of the city a 
must tionary movement. I do not believe workers and the individualism of the aoe 
> few that the Russian peasant will ever ac- peasant, and that eventually Russia 
lages. } cept a communist régime. He is too will be a Republic, with the co-opera- 
even | rugged an individualist, to be content tive societies guiding not only the ¥ 
ates, ina communist society. His salvation economic, but also the political des- : 
y-five lies in co-operative enterprise. He is  tinies of the country. 
“here 
im. 
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N any discussion of disarmament and 
the present outlook for peace, our 
outlook must be almost wholly upon 
Europe, for the Orient, important 
though it be, is an almost negligible 
factor compared with Europe. As to 
Europe there are two, or perhaps three 
focal points, the most important of 
which is Geneva because of the Pre- 
liminary Conference upon this subject 
that takes place there this month. Of 
that Conference and the scope of its 
work, I shall speak later. 

While discussion of general prin- 
ciples does not in itself help us greatly 
in coming to a conclusion, they must 
be borne in mind if we would have a 
correct understanding of the problems 
involved, and I would like to make a 
few general observations for that pur- 
In the first place, no mere formulas 
agreed to by the nations of the world, 
and no machinery set up for the preser- 
vation of peace can in themselves pre- 
vent war. All the nations of the world 
may meet in an international conference 
and declare war a crime, but that may 
mean little more than that the nation 
that keeps its pledges longest shall 
suffer at the hands of a nation that 
breaks them first. The League of 
Nations may have the highest ideals, 
and noblest purposes expressed in its 
charter or Covenant, but if it is utilized 
to further selfish ambitions and per- 
petuate existing injustices, it may be a 
menace rather than a safeguard to 
world peace. The World Court may 
continue for all time, as it exists to-day, 
a forum for the administration of inter- 
national justice, impartially and with- 


and the Present Outlook for Peace 


By Hon. Irvine L. Lenroor ts 
U. S. Senator from Wisconsin a 


out regard to nationality of litigants; 
but unless the peoples of the different 
nations of the world insist that it be 
utilized for the settlement of interna- 
tional disputes which are justiceable 
in their nature, it can do little to ad- 
vance the cause of peace. 


CAUSES OF WAR 


Volumes have been written upon the 
causes of war. I cannot within the 
brief limits of this paper discuss them 
at length, but we must at least glance 
at them if we would consider the out- 
look for peace. 

To-day the greatest menace to peace 
is, I believe, fear. It was at least one 
of the causes of the World War, if not 
the principal cause. Since the Armis- 
tice, fear has been the great obstacle to 
world peace. Without fear disarma- 
ment and peace could be easily realized. 
No nation fears any military aggression 
upon the part of the United States. 
When no nation shall fear aggression 
by any other nation, then indeed shall 
we approach the fulfillment of the 
Prophecy of Isaiah, when he said, 


And He shall judge among the Nations and 
shall rebuke many peoples and they shall 
beat their swords into plough shares, and 
their spears into pruning hooks, nation shall 
not lift up sword against nation, neither 
shall they learn war any more. 


Another cause of war is the spirit of 
conquest, of thirst for power. An 
illustration of this is the belief upon the 
part of many people that the present 
government of Italy has ambitions to 
extend her territory, to restore the 
Roman Empire to all of the glory and 
power it had many centuries ago. 
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Fortunately, civilization has so far 
progressed, and moral standards have 
been so elevated, that there is little 
danger of this being a serious menace 
in the future. Modern warfare is far 
more destructive and expensive than 
ever before. Democracy is much more 
powerful than ever before. One great 
lesson taught by the World War will 
not soon be forgotten, and that is that 
from a material standpoint, no one wins 
in a great war. The United States is 
commonly said by Europe to be the 
the only nation that profited by the 
war, but we would have been much 
better off to-day had it never occurred. 
Our twenty billion dollars of internal 
indebtedness, and our war taxes, our 
loss of lives, our crippled soldiers, our 
heavy pension and compensation rolls, 
all proclaim loudly that the war was 
not profitable to us. 

In Europe, Germany was beaten, 
her colonies were taken away, her naval 
fleet was sunk, her people impoverished 
to the point of starvation, and yet I shall 
not be surprised if ten years from now 
Germany is the most prosperous nation 
in Europe. 

Another cause of war is misunder- 
standing between nations, growing out 
of honest disputes but eventually 
leading to distrust, suspicion and 
finally hatred, which so often precede 
war. It is this cause particularly that 
we may confidently expect the World 
Court to deal with effectually, once the 
popular sentiment of the different 
nations is strong enough to compel 
those in authority in all proper cases 
to resort to it. 


Sreps Towarp PraAcE 


I have now touched upon some of the 
most prominent causes of war, and 
would like now to examine briefly what 
the signs of promise are. Had it not 
been for the regrettable occurrences 
at Geneva in March, we would have 
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the right to feel that great progress was 
being made toward permanent world 
peace, but notwithstanding thedemon- __ 
stration there made, I believe we may | Sad 
feel encouraged. is 
The Treaty of Versailles was nota 
treaty of peace, it was a document, e 
signatures to which by the defeated 
nations were secured by coercion. It ca hae 
contained many provisions which 
shocked the American sense of justice. 
It contained stipulations,which, however 
necessary they may have been in the | 
circumstances, could not have done _— 
otherwise than keep alive for some 
years sentiments of hate between the __ 
two sides concerned. 
The Covenant of the League of 
Nations, made a part of that Treaty, _ 
while idealistic in its professed aims 
and purposes, had an underlying motive __ 
of maintaining the status quo as it 
existed at the time of its signing, and = 
political control for selfish purposes _ 
was easily made possible by its pro- 
visions. Nevertheless, it wasastepin | 
the direction of peace, and if the time i 
shall come when all the nations of __ 
Europe shall become members, we may 
expect much from it. It is my mn ; 
opinion that it would accomplish more 
if confined wholly to the nations of 
Europe, and made a European League seh 
of Nations, all other countries with- 
drawing from it, with a new inter- 
national agreement in which all the _ 
nations of the world shall join, prov id- 
ing that in any matter threatening war, — x a 
the nations concerned shall meet and 
confer about it. Such is the agreement a 
contained in the Four-Power Treaty _ 
relating to the Pacific Ocean. oer 
We can point to one definite accom- — 
plishment of the League in the preven- | 
tion of war, and that is the contro- a 
venay between Greece and Bulgaria, 


come involving most of the Balkan 
States but for the action of the League. ra 
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The establishment of the World 
Court was also a great step forward, 
and if its present high standards can be 
maintained we can look to it with great 
confidence as an agency for preserva- 
tion of peace. 

But it was the Locarno Pacts that 
gave the friends of peace their greatest 
encouragement. It was not so much 
the terms of the Pacts, important as 
they were, as the spirit behind their 
negotiation that seemed to indicate a 
new policy in Europe, a policy substi- 
tuting sentiments of friendship and 
confidence in place of distrust and fear. 
I had regarded the Locarno Confer- 
ence as the greatest achievement for 
peace in the last one hundred years, and 
I am not yet ready to change my 
opinion, though our judgment must 
remain suspended until the meeting of 
the League of Nations next September. 
I hope the spirit of Locarno will pervade 
that meeting, and if it does, the way 
will be cleared for better understand- 
ings, for good will among the nations 
involved in the Locarno Pacts, and 
the further limitation of armaments. 
Unless Germany is admitted to the 
League, and the Locarno Pacts put 
permanently in force, we can expect 
little progress toward disarmament. 
But if these two things shall occur, 


and if some satisfactory arrangement 
can be made with Russia upon that 
subject, then perhaps the year 1926 
become notable indeed as witness- 


ay ing a great step forward in the pre- 
vention of war. 


Task or PRELIMINARY CONFERENCE 


The Preliminary Conference upon 
- Disarmament called by the League of 
_ Nations will meet this month. I am 
glad that the United States will be 
officially represented at that conference, 
_ and I trust that it may find it possible 
to frame a practical program upon 
which a general conference may act, 
assuming that Germany is admitted 
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into the League of Nations and the 
Locarno Pacts are put into operation 
next September. 

The Preliminary Conference has a 
very difficult task before it, for even 
though there be a unanimous desire for 
further limitations of armaments, it is 
not easy to agree upon a method that 
will be fair to every nation. A glance 
at the questions submitted to this Pre- 
liminary Conference reveals the com- 
plexity of the problem. Among them 
are: What is to be understood by the 
expression “Armaments”? Are the 
geographical and economic situations 
of a country factors as well as purely 
military resources? Shall limitation 
be based upon ultimate war strength or 
upon peace strength? How shall the 
armaments of one country be measured 
against the armaments of another? 
On what principle will it be possible 
to draw up a scale of armaments for the 
different countries? Can civil and 
military aircraft be distinguished in 
considering the question? Is regional 
disarmament practicable as _ distin- 
guished from general disarmament, 
without concluding military alliances? 

I cannot take the time to discuss 
these matters. They are very largely 
technical, calling for opinions of mili- 
tary and economic experts, but I am 
satisfied that, if there be a genuine 
desire to limit armaments, a practical 
plan can be found. 

The United States unfortunately is 
not in a position to exercise great 
influence upon the question of land 
disarmament, other than the giving of 
disinterested advice. Our military 
forces are now at the minimum 
necessary for purely domestic purposes. 
We cannot reduce further. But in the 
matter of further limitation of naval 
armament, we are in a very different 
position, and we are more directly con- 
cerned. It seemed to the Council of 
the League that military and naval dis- 


| 
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and it is true that each is dependent 
upon the other. I am frank to say, 
however, that I do not believe that a 
general conference can work out an 
agreement upon naval disarmament. 
It can agree upon a general plan that 

would result in equality between land 
and naval disarmament, but the details 
of naval disarmament must be worked 
out by the nations possessing naval 
power. 


Tue or Russia 


To me there is one obstacle to any 
general agreement for the further 
limitation of armaments and that is 
Russia. For any plan to be successful, 
the nations must have faith and confi- 
dence in the pledges of every other 
nation having military power. It 
seems to me that Russia must radi- 
cally change its course of action before 
that faith and confidence will exist as 
toher. To Some it may seem the same 
situation exists at least to a degree 
with reference to Italy, but to me there 
isa very great distinction. 

The ruling powers of Russia are fired 
with a zeal to overthrow all existing 
capitalistic governments as a sacred 
duty, and so long as that spirit exists, 
I do not see how confidence can be 
placed in their promises, but I believe 
that the people of Italy will see to it 
that any pledges made by her shall be 


faithfully kept. 


How tue U. S. Can HELP 


Most of the problems of war and 
peace arise in Europe and they must be 
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settled by the peoples most directly 
concerned, for while it is true that the 
United States is profoundly affected by 
war in any part of the world, it is also 
true that we cannot settle questions 
giving rise to such wars. We can, 
however, and we should give our moral 
endorsement to every agency that seeks 
to advance the cause of peace upon 
principles of justice. We should have 
none but the most cordial wishes for the 
success of the League of Nations in all 
worthy endeavors. We are willing to 
become a member of the Permanent 
Court of International Justice upon the 
acceptance of the Reservations adopted 
by the United States Senate. We will 
participate in the proposed disarma- 
ment conference, and we will do our 
full share in further reducing our naval 
armament in like proportion that other 
naval powers will reduce theirs. All 
these things we will gladly do, but the 
greatest contribution that America can 
make to the peace of the world is to 
continue to demonstrate that a nation 
may become great, rich and powerful, 
at the same time scrupulously observ- 
ing the rights of other nations, and 
conducting all of its foreign relations 
upon the principle that right makes 
might. 

The outlook for peace is not dark. 
I believe the morning is near, and may 
this year bring a little nearer the day 


When the common sense of most ah rd 
Shall hold a fretful realm in awe, 
And the kindly earth shall slumber, \ 
Wrapped in Universal law. ? 
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es HE distinguished Senator from 
=. oa Wisconsin,' who has just addressed 
you, laid particular stress upon the 


_ European situation; and while he did 
not confine his remarks to this conti- 
> nent, it is evident that he looked upon 
Europe as the great center of danger in 
= past, and from which danger might 
_ result in the future, unless there should 
a: a change, not merely i in practice, but 
a change in spirit in that part of the 
world. 
a4 I have thought that perhaps I might 
be able to say something to you of more 
than passing interest if, instead of-in- 
dulging in theory, I should address 
myself to the realm of facts; and instead 
= taking flights to distant countries, 
whereof I know little, should plant my 
feet firmly upon this American soil, and 
consider with you whether or not there 
is something here in America which 
might be of advantage to nations and 
peoples elsewhere. 
Why i is it, I would ask, that the situ- 
ation in 1914 was so different on both 
sides of the Atlantic? It may be said 
that America is made up of different 
lasses of people. This is outwardly 
rue, but not inwardly so. The people 
| in America who control are largely 
ad those of European origin, many, indeed, 
European birth; and if Europeans in 
America can live without a resort to 
arms for the settlement of differences 
arising between the states of which 
they are citizens, why may not the 
peoples of the old homes do likewise? 
It may be that the Europeans are scat- 
tered throughout our country, and not 
segregated in different states, but in 
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that case, we know from the experience 
of Europe, that it is possible for repre- 
sentatives of warring races to dwell 
together in peace and harmony. 


thirds*of the inhabitants of that Con- 
federation are representatives of the 
Germanic peoples, a little less than one- 
third of French, and the remainder 
mostly of Italian origin. Yet for cen- 
turies, the inhabitants of Switzerland— 
of different lands, races and traditions 
—have lived together in peace and har- 
mony; and but recently, during the 
four years and a half of a distressing 
war, in which most of+the leading 


There | 


is Switzerland. A little over two | 


peoples of Europe were belligerents, — 


the Germans in the north and east, the 
French in the west, and the Italians in 
the south of Switzerland remained neu- 
tral, as a single people. Therefore, it 
is not impossible for those nations 
which have of late been warring to live 
peaceably if they will. 

The difference between the Europe 
and America of 1914 was one of organi- 
zation, or, rather, lack of organiza- 
tion. There was war in Europe, be- 
cause Europe was not organized for 
peace, whereas, in our country, the 
peace which we possess is the result of 
conscious organization directed to that 
end. 


It may be said that we have no | 


neighbors. However, we did have 
neighbors when we were thirteen 
separate states, and it was difficult 
for them to settle their differences 
amicably. It was very difficult for 
them to meet in conference and agree 
upon a form of organization—a union 
be the states under a written constitu- 
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tion. Even after this agreement had 
been reached, a draft having been 
prepared in conference, in the city of 
Philadelphia in 1787, it was most 
difficult, indeed, to secure the ratifica- 
tion of that instrument by the dif- 
ferent states. One, North Carolina, 
held out a year; another, Rhode Island, 
two years, until one and the other were 
willing to give their adherence to a 
government of laws of their own mak- 
ing, and not of men, even of their own 
choosing. 

We got rid of our original neighbors 
by organization; and still we do not 
live in isolation from the world at 
large. I may perhaps say that we 
have no neighbors on the south who 
are likely to give us trouble in the 
physical and material sense of the word, 
expressed in armies and navies, and 
aircraft. But what of the north? 
If you would ask what nation in Europe 
has been the most powerful in the final 
settlement of European disputes in 
the last two centuries, the answer 
would be, the neighbor to the north 
of us, which extends three thousand 
miles from ocean to ocean. I refer 
to the British Empire. 

The statesmen of the rising Republic, 
in the early days of the last century, 
recognized the strength and power of 
the kingdom on the north, and the 
danger to the two branches of the 
English-speaking world if disputes 
between them were not settled peace- 
ably, and border incidents avoided. 
The statesmen of Great Britain, which 
had just emerged victorious from the 
wars of the French Revolution and of 
the Empire, were apparently of the 
same opinion. Therefore, in 1817, by 
the famous Rush-Bagot Agreement 
which is still in force, the two countries 
agreed upon the disarmament of the 
Great Lakes; and from that day to 
this, there has been no cause of irri- 
tation between the countries because 
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Peace has been main- re oho 


of armament. 
tained on either side of the invisible 
boundary because disarmament has 
seemed to be in the interest of both, 
and has therefore been preserved by 
both. 
I am inclined to think that, when we © 
talk of disarmament, or of limitation 
of armament, we are apt to consider — 
the problem as single, separate and | 
distinct from other problems. If it 
were separate and distinct, and easy of 


settlement, we would not be discussing __ 
the problem, or considering the pos- 


sibility of an agreement upon the ad- 
justment of our quarrels in such a way 
as not to jeopardize humanity and our | 
common civilization. 
that there are other factors to be con- 
sidered. People who go to war do not 


willingly sacrifice themselves. Theydo _ 


not relish the thought of death in the 
dark, at the hands of an invisible en- — 
emy, or of slaughter by the thousands 


in open conflict. 
pelled by the belief that it has become © 


necessary; that it is the only way to | i: 


preserve their national existence. They 


look upon war as a means of securing 


not merely their traditional rights, 
but the priceless things of life, such as _ 
their independence, their sovereignty, _ 
and control of their relations without 
domination from an outside power. 


Tue AMERICAN EXPERIMENT 
We have found, in this western 


world of ours, that the problem of 
disarmament, or of limitation of arma- = 
ment, is not single, separate and dis- _ 


We have 


tinct from other problems. 


had the problem of security—which a 


is at the base of it all—and we have 
had the problem of protection of our © 
interest, which is involved. a 

When the delegates of twelve of the © 


original states met in Philadelphia, ioe 


acting under instructions from their 


respective governments, they wisely ae 


The trouble is — 


They go to war im= 


eace 
| 
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agreed upon certain things thought by 
them to be fundamental, and known 
by us to be so. One of these things 
upon which they agreed was security. 
Each state was to be possessed of its 
territory, and by an article of the Con- 
stitution it was provided that every 
state of the American Union should be 
secure, and that no state, without its 
consent, should be dismembered and a 
part thereof admitted to the Union. 
This was, I take it, in substance, the 
first part of Article X of the Covenant 
of the League of Nations, providing 
for its members, not merely territorial 
integrity, but political independence. 

The Constitution of the American 
Union provided for territorial integrity, 
but, that not being enough in the 
opinion of the delegates of the states 
met in conference in Philadelphia, it 
was further agreed that the govern- 
ment of the Union should guarantee to 
each of the states a republican—that 
is, a representative—form of govern- 
ment, and protection against invasion 
or domestic disorder. Having thus 
agreed upon these two fundamentals— 
securing the state from assault from 
without, and protecting it from internal 
disorder—the delegates then proceeded 
to the next great question confronting 
them; the settlement of disputes which 
might arise between and among them, 
not by a resort to arms, but by that 
due process of law which wherever 
tried has preserved peace between 
individuals, and which, in the long 
run, is bound to preserve peace 
among those groups of individuals 
which we call the states of inter- 
national law. 

In such an organization, there was 
no place for an army or navy of the 
states, which might have a militia to 
protect the government and people 
against civil commotions, and against 
unprovoked and immediate danger 
from without; nor was there place in 
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such an organization for treaties of the 
states with foreign countries, although 


the individual states might, with the | 


consent of the Congress had either in 
advance, or after the event, enter into 
compacts, one with another, for matters 
of local interest. The delegates, how- 
ever, recognized that if armies and 
navies were not to be maintained, nor 
treaties concluded for the settlement 
of disputes arising between the states, 
there should be some means of adjust- 
ing their quarrels which would other- 
wise continue and embitter their re- 
lations, and perhaps dissolve the 
Union. The statesmen of that day 
found themselves confronted with the 
difficulty of our day, and they were 
equal to the occasion. They agreed 
that the judicial power of the United 
States should extend to all controver- 
sies between two or more states, and 
that the court of the states—which we 
call the Supreme Court of the United 
States—should be able to take juris- 
diction of any and all disputes to be 
submitted to it by any one of the 
states of the Union, there to be settled 
by the principles of law found appli- 
cable to the situation. A very learned 
member of the Supreme Court, Mr. 
Justice Baldwin, of Pennsylvania, said, 
in behalf of his brethren, in the case of 
Rhode Island v. Massachusetts, 12 
Peters, 657 (1838), that all disputes 
between the states are political when 
they are to be decided by the states 
themselves; but that controversies 
originally political become judicial 
questions when, by agreement of the 
states in controversy, they are referred 
to the decision of a court of justice. 


Tue Proposat or Mr. Roor 


We have in the world of our day a 
Permanent Court of International 
Justice, established at The Hague, 
competent and able to decide any and 
every dispute which may be presented 
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to it. And if we bear in mind the 
opinion of Mr. Justice Baldwin, speak- 
in behalf of the Supreme Court of 
the United States, that the agreement 
of nations to submit a dispute between 
them to this court makes of the political 
a judicial question, there is no limit to 
the controversies arising between the 
nations which may be submitted and 
decided by that tribunal, and, there- 
fore, no limit to the beneficence of the 
present Permanent Court of Interna- 
tional Justice. 
I should like, in this connection, to 
call your attention to a matter of 
relevancy to the question at 
hand. In 1920 there gathered at The 
Hague ten jurists selected by the Coun- 
cil of the League of Nations, five 
representing the large States, and five 
the small, to draft a plan of a court of 
the nations. Representative after rep- 
resentative had proposed a method of 
constituting it without, however, secur- 
ing an agreement of his colleagues. 
The American representative, Mr. 
Elihu Root—a name ever to be spoken 
with respect and admiration by those 
in favor of peaceful settlement— 
proposed a solution which he said had 
worked satisfactorily in the United 
States, and which he believed might be 
considered by the representatives of 
the nations. It was nothing more nor 
less than the separate and concurrent 
election of the judges of the proposed 
court by the Assembly of the League, 
in which the small nations have the 
majority, and by the Council, in which 
the larger powers exercise a controlling 
influence. In this way, each body 
would be a check upon the abuse of 
power by the other, with the result 
that the judges elected would neces- 
sarily be acceptable to the interests of 
the small and great nations alike. 
In proposing this simple method to 
his colleagues, Mr. Root stated, in 
effect, that he was taking a leaf from 
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the book of American experience, 
On the desk before each member of 
the Committee lay a copy of Madison’s 
Debates in the Federal Convention of 
1787 which Framed the Constitution of 
the United States of America, and Mr. 
Root explained how the conflicts 
between the large and small states of 
that day were settled, not by denying 
that there were large and small states, 
and that their interests might differ; 
but by having two bodies—one, the 
lower house, representing the in- 
terests of the larger states, because of 
their larger population, and the other, 
the Senate, representing the smaller 
states, because they were more nu- 
merous then, as they are now, in the 
American Union. In this way, he 
continued, the separate and concurrent 
action of each body would be necessary 
for the enactment of legislation, and 
each would be a check upon the abuse 
of power by the other. 

Thus, Mr. Root proposed a method 
acceptable to the Committee and also 
to the nations at large, of selecting the 
judges—a solution which was thought, 
before the meeting of the Advisory 
Committee of Jurists, to have been 
impossible. 


Tue SoLution or Evropr’s TROUBLES 


I submit that the way to bring 
about a peaceful settlement of the 
great troubles, trials and disputes in 
Europe is, if I may be bold enough 
to say so (although it is doubtless im- 
modest on the part of an American) 
to take a second leaf from the American 
book of experience, which, in this case, 
is nothing more nor less than the or- 
ganization of Europe—and I speak 
solely of Continental Europe—upon 
the basis of a formal recognition of the 
territorial integrity, and of the political 
independence of each of the European 
states, by the European states them- 
selves—a protection of Europe, by 
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Burepe, for Europe, and through 
European agencies, after the model 


numbering forty-eight, in which, be- 
cause of the guaranty of their territorial 
integrity, and of the protection of 
their governments from dangers within 
and without, all controversies arising 


these thirteen states of ours now 


between and among them can be and 
are settled by due process of law, in the 
Supreme Court of the States, according 
to principles of justice obtaining be- 
tween and among the individuals com- 
posing each of the states of the Union. 
It is a solution which has been tried, 
has given peace, justice and prosperity 
for more than a hundred and thirty- 
six years, and the day of the American 
Union and of the American experiment 
is not yet run. 

Therefore, instead of counting up 
the number of ships which the seaboard 
states of Europe may possess, or the 
units of arms which they may prop- 
erly keep, or the aircraft which they 
may make and use, I would venture 
to call attention to the fact that the 
American experiment of judicial settle- 
ment which the worldi s now trying 
can, I believe, only be successful in 
the long run if it be accompanied by a 
guaranty of the territorial integrity of 
the states of Europe, the protection of 
the states of Europe by common 
opinion and public sentiment, and, if 
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need be, by the combined force of 
Europe itself. The limitation of arma. 
ment, and much more so, disarmament, 
is, in my opinion, a consequence of, 
not a condition precedent to, organiza- 
tion. And as an American, I cannot 
free myself from the belief, perhaps 
from the obsession, that if the nations 
of Europe would only be advised by 
some person in the military world of 
Mr. Root’s eminence and expérience in 
statesmanship, to take a further leaf 
from the American book of experience, 
in the security and protection of states 
through organization, controversies be- 
tween the United States of Europe could 
be, and, indeed, would be settled by an 
appeal to law as administered in a 
court of their creation, just as con- 
troversies between and among the 
United States of America are settled 
by a court of their own creation, with- 
out an appeal to arms. 

It is a commonplace that the will 
to peace is the way to peace; it may 
perhaps some day be equally a common- 
place that the will to disarmament is 
the way to disarmament. But the 
way to peace is, in the opinion of many, 
not by the reduction, or even the elimi- 
nation of armament, but in disarming 
the spirit itself, which would resort 
to arms, and in the rule of law ready 
for each and every controversy which 
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1ament, 
— 
perhaps 
nations T is now something over seven years 
ised by | since a certain man, care-worn, was 
‘orld of walking the floor in a room in Paris. 
rence in It was late at night, approaching the 
ier leaf hour of two o'clock in the morning. 
Prience, That man was the President of the 
f States United States. He had made up his 
sies be- | mind that certain steps were to be 
e could taken by the conference which in his 
1 by an opinion were contradictory to the 
1 in a spirit which he had expressed under the 
ates: fundamental conditions laid down by 
ig the} him. What he had to decide that 
settled | night was whether he would call the 
» with- > George Washington and go home, deter- 
mined to have the peace settlement 
he will with all the “t’s” crossed and all the 
it may “i’s” dotted exactly as he thought 
nines they ought to be, or whether he would 
rent Is yield something, not merely in form 
it the but in substance; and, as he expressed 
many it afterwards to a friend, he could not 
-elimi- pay the price. He said: 
irming 
resort I knew that if I went home on that 
ready ground, more than one government in 
which Europe would totter, but I had to consider 
the consequences of despair, of disorgani- 


zation. I knew what the war had done to 
Europe, the dangers it had left behind. I 
knew that the plunge of several govern- 
ments into ruin would open new dangers and 
I would not ask them to pay that price be- 
cause my opinion differed from theirs. 


That man, in whose mind first took 

‘ effective form the idea of a lasting 
parliament of the nations, had several 
outstanding principles. One of them 
was that when you had a condition so 
rooted in history, so recently sprung 
out of the most intense passions, it 
would be folly to expect an immediate 
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All you had a right to hope for 


cure. 
was that the machinery you started _ 
would continue to work, and the very _ 
soul of Wilson’s structure was the 
substitution of regular conversation on 
everything of international importance 
for the old principles of secrecy, of — 
isolation, of papers pushed into cubby 
holes. 
One of the master thoughts in 
Woodrow Wilson’s mind at that time _ 
was that you must concede something © 
to fear. You had to take up the © 
question of security as it appeared to 
those minds working over there. We 
have it with us still. There are many 
unfortunate things in the Covenant. 
There are many incidents in the 
European situation of to-day that 
represent the ideas of one nation or 
another regarding the dangers spring- 
ing from neighboring nations. Time, 
however, is the great physician and on 
the whole that sense of danger is 
becoming less year by year. 


‘ 
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Tue Perit or Fascism 


Ahead—even far ahead—of Wilson’s 
idea about confidence in security, was 
his feeling that peace and democracy _© 
were the same thing. - There have been — 
five thousand jokes made over the | 
saying that we must make the world 
safe for democracy; but it was a very _ 
great saying nevertheless. Senator 
Lenroot has remarked that Russia is 
a great problem in land armament. — 
Sosheis. She willbelessofa problem, | 
however, when, inthe naturalandeasy 
evolution from habits that have pre- 
vailed there for centuries, she becomes | 


= more democratic. But 1 am not so - 
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sure that I agree with the Senator about 
the degree of danger to be expected 
from that non-democratic country on 
the east, as compared with the danger 
that faces us from Italy. 

Fascism does not exist in Italy alone. 
Even the word has traveled into other 
countries. But the word is not the 
main part of the story The thing is 
the main part of the story. There is in 
Germany, particularly in south Ger- 
many, an element that accepts frankly 
Italian leadership and uses the word. 
Hungary is under a rule that you could 
just as well call Fascism. Much of 
Southeastern Europe has the same 
spirit. We think often of democracy 
as if it were something that is going 
to come to this world easily. It is 
fairly well entrenched along the north- 
ern border of Europe. But cast your 
eye along the Mediterranean. Havea 
look at Portugal, Spain, Greece. Move 
a little way from the Mediterranean to 
the next tier of states. You will finda 
belief that the best way for a nation to 
get ahead is for some group to seize and 
use power. There will be found the 
same excuses that are used in Italy; 
that such is the only way to have unity 
and avoid disorder. For my part, I 
look upon international! Fascism as more 
of a menace to the safety of Europe 
than is international Bolshevism. 


OvTLooK ror Democracy 


Let us take that vision of Mr. Wilson 
about the relation of democracy and 
peace from its affirmative side. It was 
a bad situation when Ramsay MacDon- 
ald came into power in England. All 
over the Continent the prevailing 
psychology of the time was dangerous. 
Everything the French did seemed to 
be actuated by nothing but dread. 
MacDonald came into power. His 
was the most democratic government 
that England had ever had. It wasa 
government that embodied democracy 


as it appealed to Wilson. It was a 
government that embodied faith in 
ideas, faith in beliefs. What hap. 
pened? England immediately became 
a breeding point for the conception 
that security did not lie in rough action, 
that security lay in understanding. 
France was watching when MacDonald 
came into power. And the head of the 
French government was Poincaré—a 
man of the old school—a man thinking 
of material sanctions, as they call them 
over there, material safeguards. A 
little while after MacDonald’s govern- 
ment had been in action, Poincaré fell 
and the liberals came in. They were 
believers in freedom and they are still 
in power. 

Germany at that time was wavering. 
She had had a revolution in 1918, one of 
the noblest overturns of history, but 
that revolution had not given her what 
she was promised and she was dis- 
illusioned. She was dangerous. But 
she saw England and France turning 
toward democracy and democracy 
became safer in Germany. I thinkit 
became safe forever. 

There is in Geneva a tablet which is 
placed on the wall that goes around the 
great building in which every year are 
held the meetings of the League of 
Nations. On that tablet is a short and 
simple tribute to Woodrow Wilson. 
The work that goes on there is not all 
dramatic. We hear about something 
like the stopping of war between Bul- 
garia and Greece. That is very splen- 
did; but hardly a month goes by in 
which something is not done for the 
slow building of habit, so slow perhaps 
that it seems like the coral building 
that finally gets to the surface, but as 
sure. 

When I was in Geneva last Septem- 
ber, one little incident was called to my 
attention. There is a river which runs 
between Belgium and Holland—an 
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important river from the point of view 

of those two little countries. Pressing 
political questions had clustered about 
it and rankled. Those questions had 
not been settled because the Foreign 
Minister of Belgium could not properly 
go to the Capital of Holland and 
put the case; nor could the Foreign 
Minister of Holland go to Brussels and 
put his. Both, however, had to attend 
the Assembly. It was their duty, and 
being there, all they had to do was to 
take an afternoon off to have tea 
together, and the questions were ironed 
out. 

That is the big thing that Wilson 
started. It is the big thing that is 
going on now. The fact of greatest 
significance is not an argument about 
this or that particular technical point. 
It is the fact that the world has largely 
given up the habit of secrecy and 
opposition, and every year, and every 
month, and almost every day it is doing 
something that means the formation of 
a new psychology. 


America’s SHARE 


About the United States and our 
relation to all this. The Senator will 
not take offense if I call him a patriot. 
I myself am not a patriot. I am as 
much interested, for example, in the 
country of Shakespeare and Newton, 
as I am in the country of Lincoln and 
of Henry Ford. The Senator said that 
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no country has anything to fear from 
us. Not being a Mexican, I cannot 
speak with the full conviction that I 
might. Not being a Filipino, I will 
not go into the question of whether our 
promises to that country are affected by 
the possibility of raising rubber. I do 
not much care from the point of view of 
Europe whether we ever go into the 
League. I do not much care from the 
point of view of Europe whether we go 
into the Court. My hope that we shall 
go in is based on our own development. 
I cannot take satisfaction in the smug- 
ness I find in my country; inthe amount 
of thinking which means, when put 
down in the simplest of words, that 
those people are not good enough for 
us; that their effort is not good enough 
for us. Sometimes I like to have 
somebody say that perhaps we our- 
selves, with all our vast power and 
money, are not quite good enough, or 
safe enough, to participate in their 
efforts. I hope to live to the time 
when this country, seeing the struggle 
of the democratic countries of Europe, 
and of every single democratic and 
progressive political party of Europe, 
will not expect their machinery to be 
perfect; will not seem to hope that this 
machinery may fail, but will pray that 
it may work better every year. I hope 
to see the day when this country for its 
own sake will ask to bear its = of 


Jena 


was a | 
th in | 
hap. 
tion q 
»ption 
ction, 
ding. 
onald | 
of the | 
ré—a 
nking 
them 
. 
vern- 
é fell 
were 
> still 
ring. 
ne of | 
| 
what | 
dis- 
But 
ning 
racy | 
nk it | ee 
ch is 
| the 
are 
e of | 
and 
son. 
t all 
1ing 
Bul- | 
len- 
y in 
the 
aps 
ling , 
t as 
2m- 
my 
a 
~an 
AS 


HERE is an old adage, that it is 

easy to be wise after the event. 
I have always regarded the adage as a 
very encouraging one, because if enough 
events have gone on before, there will 
be a good deal of wisdom lying around 
at hand for anybody to pick up who 
has a reasonable degree of intelligence. 


AtTempts AT DISARMAMENT 


We have sought disarmament in the 
past. We have had a variety of con- 
ferences to promote disarmament. In 
1899 no less a personage than the Czar 
of Russia called a great disarmament 
conference at The Hague, and the 
United States sent delegates to it. 
That conference found very shortly 
that it did not really want to promote 
the original cause of the conference, 
and it pretty soon settled down to pre- 
paring a new code—a better code, if 
you please, of the laws of war. Seeing 
that they could not promote peace 
directly, the delegates thought they 
would do something for the cause of 
peace by making war more humane, 
and, therefore, although they did make 
a gesture in the direction of peace by 
providing for a list of judges which 
they called a “permanent court,” they 
spent the rest of their time drawing up 
codes of the laws of war. 

Again, in 1907, a second Hague Peace 
Conference met, and almost the entire 
preoccupation of that conference was 
to recodify the laws of war that had 
been codified in 1899 and to add new 
codes to them. I speak with some 
hesitation in this case, because ‘r. 
James Brown Scott was the technical 
| — of the United States at that 
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conference; but, happy to say, he de- 
voted his entire energies to promoting 
the establishment of a court which, if 
adopted, would have been very like 
our present Permanent Court of Inter- 
national Justice. The rest of the dele- 
gates spent their time codifying the 
laws of war. They drew up such pre- 
posterous agreements as that you must 
not use asphyxiating gases, because it 
was more humane to blow a man up 
with a shell than to asphyxiate him 
quietly and leave him there for decent 
burial. They allowed you to use 
bombs provided they were big enough, 
but prohibited explosive bullets as 
being too mean, not to say too painful, 
a method of destruction. You were 
not allowed to use a “dum-dum” bul- 
let, you must use a bullet which would 
stop the man for the time being, so 
that he could go to the hospital and 
come back later! I have never been 
able to understand the psychology of 
what is called “humane warfare.” So 
long as the institution of war stands, 
we shall find means of evading the 
codes, and find means they did in 1914 
when the test came. 

Again, in 1921, the United States 
Government, not understanding the 
significance of the principles involved 
in the Covenant of the League of Na- 
tions, undertook to call a disarmament 
conference for a small group of naval 
powers. The dreadnought was past 
use, so it was suggested we might scrap 
a few of them. Did they scrap the 
submarine? They were not ready to 
go that far. Did they stop the use of 
poisonous gases? Yes, by resolution; 
but we have kept on experimenting 
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with poisonous gases ever since, and 


now we have gases ready to be pro- 


duced at the moment of need. Did 
they stop the use of airships? That 
again would be going too far. The 
Conference of 1921 had not learned 
that armaments are a consequence, 
not a cause. 


WuereEIN Lies Security? 


Now, what is the root problem of 
disarmament? We know it is not only 
human nature. We have been told by 
certain statesmen it is all a question of 
human nature, and if human nature 
were changed all would be well. But 
something more practical is at hand 
than to wait until a distant day for the 
change of human nature. What is at 
hand? The possibility, the present 
practicability of international organ- 
ization for mutual security. The root 
problem of disarmament is the fact 
that the nations have up to this time 
all been armed individually for their 
own self-defense. Each nation has 
had the keeping of its own rights. 
Each nation has been its own sheriff, 
its own court. That is the interna- 
tional law of the past and in part of the 
present; and so long as that system 
of individual self-defense, so long as 
what they call in law the right of self- 
help, exists for each nation, so long will 
war exist. The inevitable result of 
any system, where each nation is the 
keeper of its own rights, the protector 
of its own independence, is that if 
that nation is not strong enough to 
stand alone, it turns to its neighbors 
and forms alliances; and so you get a 
dual alliance against a dual alliance, a 
triple alliance against a triple entente, 
such as was the situation in Europe in 
1914. The highwater mark of the 19th 
century statesmanship was that the 
best way of maintaining peace was to 
have a nicely adjusted political equilib- 
rium which would always see that one 
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side balanced the other, and there 
never would be a conflict. I cannot 
understand why Disraeli or Gladstone 
did not see the folly of that idea. But 
we can be wise after the event. We 
have learned something. Individual 
self-defense, alliances and counter- 
alliances are the wrong way to get 
security. 

In like manner it is perfectly futile 
to outlaw aggressive war. There are 
still some people who believe that the 
best way to stop war is for all to take a 
New Year’s resolution—no more offen- 
sive wars. Nobody suggests that you 
should not defend your country, but 
no more offensive wars. There never 
was a more impractical plan. Why? 
Because if you search the records of 
modern history you will find there 
have never been offensive wars from 
the point of view of the country fight- 
ing them. I suppose, as we see it, the 
greatest offensive war of modern times 
was fought by the French armies under 
Napoleon in the snow before the walls 
of burning Moscow. That, it would 
seem, was surely an offensive war. 
From the French point of view it was 
a defensive war. Napoleon was de- 
fending himself from an attack from 
the Russians the following spring when 
he might not have been able to resist 
so effectively, and therefore he had to 
attack first. When the United States 
in 1846 drove the Mexicans away from 
the disputed border, was that an offen- 
sive war? To us it was defensive. 
War, President Polk said, was begun 
by the act of Mexico. We had occu- 
pied the disputed territory and when 
Mexico entered we resisted her inva- 
sion and we were defending our rights. 

If you are going to outlaw any war 
at all, you have got to outlaw the de- 
fensive war with the offensive war, 
else you get nowhere. Now what is 
the logical method? Organization. 
We must substitute for the individual 
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arming of each nation for itself, we 
must substitute for the right of na- 
tional self-help, the collective responsi- 
bility of all nations for the protection 
of each. Until that idea of the collec- 
tive responsibility of all nations for 
the protection of each is accepted, we 
shall make no progress whatever to- 
ward disarmament. We may draw up 
new ratios. We may throw over a few 
useless ships, but we shall not make 
any serious progress. 


Procress Towarp DisaRMAMENT 


What steps have been taken in that 
direction? The parallel of the pro- 
visions of the Constitution of the 
United States is familiar to you. 
Article IV, Section IV, says that the 
United States guarantee to each state 
protection against attack. Article I, 
Section X, provides that no state shall 
keep an army or a navy. In other 
words, we say to each state the whole 
Union will protect you from attack, 
and then we say to each state, “Disarm.” 

What progress has been made among 
the nations in that line? Some prog- 
ress has been made. In 1919 the right 
idea got started. It got started, how- 
ever, under very adverse circumstances. 
From one point of view it was no time 
to start the League of Nations with 
that idea in view, because the nations 
were still under the influence of the 
war and they could not act with refer- 
ence to principle only. The rule was 
laid down in Article X of the Covenant 
of the League of Nations, the same 
principle that is incorporated in Article 
IV, Section IV, of the Constitution of 
the United States, that the whole 
group of nations must come together 
and agree that if any one attacks an- 
other they would all come to the rescue. 
That is the only possible basis on 
which you can get disarmament. In 
other words, until you organize collec- 
tively so that as a group of nations all 
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will protect any one against attack, it js 
impossible to say to the individual, 
“ Disarm.” 

Now I am perfectly ready to con- 
cede that the idea got started under 
difficulties, and that Articles X and 
XI of the Covenant of the League of 
Nations which embody it came into 
being under circumstances which cer- 
tainly impeded their adoption and 
their operation. Nevertheless,  al- 
though they came into being under 
adverse circumstances, there the two 
ideas still stand, and I insist that it is 
along the lines of Articles X and XI of 
the League Covenant that progress 
must be made towards disarmament. 
It would be a very unwise supporter, I 
think, of the League of Nations who 
should insist that Articles X and XI 
remain unaltered. Amend them if you 
will. But destroy them not, because / 
if you do, you destroy the one principle 
upon which the hope of peace rests. 

We have been told by some advo- 
cates of the League of Nations that 
the important thing is its adminis- 
trative work, the fact that it has 
become a great social agency, a 
great agency for the development of 
economic co-operation. Certainly it 
has; but I insist that the more impor- 
tant thing is the idea in the League 
Covenant of the collective responsi- 
bility of all for the protection of each, 
and the agreement embodied in Article 
XI of the Covenant that no war may 
henceforth be begun by any nation 
against another without such war being 
the concern of the whole body, and 
that the whole body will come together 
to see what can be done about it. 
Amend Articles X and XI if you will; 
amend them, develop them. I am 
ready to say the Locarno agreements 
are admirable developments. I am 
ready to look forward to the day when 
a whole series of Locarno pacts may 
replace the obligations of the League 
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. but I insist that the whole 


principle upon which such a develop- 
ment must proceed is that of Articles 
X and XI of the League Covenant, 
and until we start from that founda- 
tion we shall make no progress. 

My friends, we are told that the 
United States will co-operate with the 
humanitarian activities of the rest of 
the world, but not with their political 
activities. And yet in the face of that 
statement we are sending delegates to 
a disarmament conference. Is there 
anything more political in all the world 
than a disarmament conference? We 
/ are to take no part in the politics of 
Europe! Yet to-day we send delegates 
over there and are perforce drawn into 
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the seething cauldron of mei 
politics. Disarmament cannot take 
place by each nation individually, and 
therefore the only solid basis upon 
which armament can proceed is the 
basis that all nations must be collec- 
tively responsible for the maintenance 
of peace. I do not say in what way it 
is to be done or what is the perfect 
way. It will not be difficult to find 
the proper ways and means when once 
statesmen have come to see, as many 
now see in Europe, that it is idle to 
devise ratios of armament and to dis- 
card outworn weapons; but that se- 
curity must precede disarmament, 
and that security can only be attained 
by organization. 
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ISARMAMENT, and the Pres- 
a ent Outlook for Peace.” Surely 

there is no theme more worthy of 
thoughtful consideration and searching 
discussion by informed and interested 
men and women than this. The whole 
world suffers from the economic bur- 
dens of vast armaments and all life 
everywhere meets the menace of war. 
Thoughtful men and women the world 
over are not going to be satisfied with 
anything less than something that 
seems to be a substantial guarantee 
against a similar catastrophe such as 
that which met the world in August, 
1914, and for four years made the ways 
of ordinary life and communication 
shambles for the slaughter of the youth 
of the world. There are those who have 
thought that the way out was the 
League of Nations. There are those 
who have thought that the World 
Court offered a solution. There are 
those who have believed that a new 
organization of the world on the basis 
of law, rather than of force, was essen- 
tial. There are those who have be- 
lieved that the war system as an insti- 
tution must be outlawed, that war 
must be made a crime under the law 
of nations, that international law must 
be codified on the basis of peace, rather 
than of war, and that an International 
Tribunal with affirmative jurisdiction 
under this definite and limited code 
that does not interfere with the do- 
mestic concerns of nations, was the way 
out. There are those who think that 
we may be able to remove the causes 
of war and are enthusiastic in that task. 

But whatever may be the particular 
way, all right-minded men and women 
the world over demand peace for the 
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world, some sort of assurance that our 
children shall not be engaged in the 
wholesale slaughter of other youth, 
some assurance that this is not after 
all a devil’s world, that we are not 
caught in the meshes of a devil’s web 
so that ever so often we have got to 
go out and slaughter the finest youth, 
destroy all the gains made during 
the years of peace, organize mass 
hatred and propaganda that betray 
the conscience and the purpose of 
men. That after all, this is God’s 
world and after all you and I are a 
part of that continual revelation of the 
Divine will by which through every 
generation it is given to you and to me 
as part of this incarnation of His will 
to do our right part in the world, to 
liberate mankind from what may seem 
to be the most burdensome and dan- 
gerous menace of the generation in 
which we live. Not otherwise can we 
have growing faith in the good of the 
world; not otherwise can we believe 
that the emancipations from the slave 
system, and from other systems and 
institutions that have become injurious 
in the development of civilization, are 
to be the general standard through all 
ages and all climes; the movement of 
the mind of man against that particular 
institution or condition that presents 
the special menace of the generation 
in which we live. 

I would like us to have the attitude 
of hopefulness, to dare the adventure of 
faith, to, really believe that mankind is 
not helpless, that no matter how an- 
cient and powerful, no matter how 
deeply set in the past, no matter how 
overwhelming such institutions or 
systems seem to be the world order 
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at this hour, that they are not stronger 
than other institutions of unprogressive 
civilization which have been swept 
aside by the growing intelligence of 
mankind. Surely we are not helpless; 
surely in an age such as this, with the 
powers of modern science, and the 
wide-reaching resources by which the 
right idea may find lodgment and 
hearing the world over, mankind 
shall finally emancipate itself from 
every evil institution and the world 
move forawrd toward a better and 
surer civilization in a sounder and 
safer human life than has yet come 
upon the earth. It is, I think, in that 
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faith that all of us favoring whatever 
may be the particular view as the an- 
swer and the way out, should be in 
harmony, together in the common 
resolution to liberate mankind from the 
thraldom of the sword. Right-thinking 
men and women in all lands should 
resolve that the sacrifices of the Great 
War shall not have been in vain, that 
we shall finally succeed in the task 
of understanding why is war and what 
are the methods by which mankind 
can safeguard the life of the world 
from such a catastrophe as over- 
whelmed us for the four terrible years 


that began in August, 1914. ag 
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HE treaties negotiated at Locarno 
in October, 1925, must be judged 
in the light not merely of their actual 
gontent but of the negotiations that 
Jed up to them. Those negotiations 
extended over a period of eight months, 
and the essential feature of them is 
that they were initiated not by Great 
Britain and not by France, but by 
_ Germany. It was the German govern- 
ment which proposed in February, 
" 1925, that one of the most disquieting 
of the standing controversies in Euro- 
_ pean politics should be settled, by the 
elimination of all future disputes 
Fegarding the common frontier be- 
tween Germany and Belgium and 
Germany and France. 
_ Germany, in other words, not merely 
ae... to accept without further cavil 
the western frontier assigned her by 
the Treaty of Versailles, and the 
f permanent demilitarization of a cer- 
tain frontier zone as prescribed by 
_ the same treaty, but actually proposed 
that the frontier in question should be 
- guaranteed by a pledge given to 
France by Great Britain, and perhaps 
he other powers, of military assistance 
against Germany in case the frontier 
should be violated by the latter state. 
ad is true, of course, that the guarantee 
as originally proposed and as ulti- 
a framed was to protect Germany 
equally against France, but the fact 
that Germany should have suggested 
an agreement which bound her abso- 
lutely to acceptance of the Versailles 
frontier for all time was in itself 
a notable contribution to European 
stability. So equally was the initia- 
1 Article received too late to appear in proper 
place. See Table of Contents. 
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tha 
tion at Locarno of discussions in which 
for the first time since 1914 German 
negotiators appeared on absolutely 
equal terms with British and French, 
with Italians and Belgians, and ip 
which nothing was forced, or could be 
forced on Germany which she was not 
ready freely to accept. 

A further contribution to the stabil- 
ity of Europe consists in the agree. 
ment, embodied in the main Locarno 
treaty, that Germany, on the one 
side, and France, on the other, would 
settle peaceably all disputes that might 
arise between them and that, in the 
event of either of them violating that 
pledge and attacking the other, Great 
Britain and Italy would take the field 
forthwith against the offender. 


CRITICISMS AND OBJECTIONS 


Adverse comment has been made on 
the fact that this agreement was con- 
cluded outside the League of Nations. 
That was inevitable, since the nation 
which took the initiative, Germany, 
was not herself a member of the 
League. But there can be no question 
of the prestige of the League having 
suffered. Never did an international 
agreement concluded outside Geneva 
base itself so completely on the prin- 
ciples and the actual mechanism of the 
League. Before the Locarno negotia- 
tions opened in October, 1925, they 
had been blessed in advance by 3 
unanimous resolution of the League 
Assembly in the previous month. The 
Locarno treaties made the Leagut 
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Council the final arbiter on questions 
arising out of alleged violations of the 
treaties themselves or of certain clause 


of the Treaty of Versailles. 
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League Council was to have the power, 
by a two-thirds majority, to declare 
the whole agreement at an end on the 
ground that the League of Nations 
(when Germany had become a mem- 
ber of it) conferred sufficient security 
on the parties concerned, without any 
extraneous accords. And, finally, the 
application of the whole of the Locarno 
agreements was made absolutely de- 
pendent on the entry of Germany into 
the League. Nowhere was the success- 
ful issue of the Locarno negotiations 
more warmly welcomed than at Ge- 
neva, or with better reason. 

It has further been objected that 
there is a clause in the Locarno ac- 
cords laying it down that the arbitra- 
tion machinery shall not apply “to 
disputes arising out of events prior to 
the present convention and belonging 
to the past.”” Criticism of that clause 
appears to arise from a misunderstand- 
ing of its purport. It is common 
enough in a legal instrument to in- 
clude a provision laying it down that 
that instrument shall not be retrospec- 
tive, that it shall look solely to the 
future and apply to disputes that have 
still to arise. And all the Locarno 
arbitration agreement means in that 
respect is simply this: that in the year 
1926, for example, it will not be pos- 
sible to go back to events like the 
French occupation of the Ruhr in 1923, 
which is now happily over and done 
with, and rake that up and apply to it 
the provisions of the new agreement. 
Future disputes arising out of the 
Treaty of Versailles will be covered by 
the new arbitration agreements, but 
not old and closed controversies. 


Impetus GivEN To D1isaARMAMENT 


There is, in conclusion, one feature 
of the Locarno accords which has so 
far received too little attention. The 
Final Act of the discussions,—a docu- 
ment the importance of which is 
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emphasized by the fact that while all __ 
the other main instruments were merely __ 
initialled at Locarno and signed later sy 
in London, this particular undertaking __ 
was signed on the spot before the 
various plenipotentiaries dispersed,— 
sets it on record above the signatures of 
the Prime Ministers or Foreign Minis- 
ters of all the countries concerned that => 
in their view an actual reduction of 
armaments is now definitely practi- _ 
cable. The document indeed goes fur- 
ther than that, for to an expression of 
opinion that Locarno has created _ 
sufficient security in Europe to make |. 
disarmament possible is added a defi- 
nite undertaking that the powers con- 
cerned (and they include all the chief 
states of Europe with the exception of 
Russia) will go resolutely forward with 
the practical task of disarmament on — 
the basis already laid by the League 
of Nations. 

Locarno is only one step in the road 
towards reconstruction and peace. 
A longer stride might perhaps have _ 
been taken. Much in any case will 
depend on how the Locarno agree- 
ments are executed. But so far as 
Europe is concerned the agreements 
unquestionably leave the atmosphere 
a little clearer and the horizon a little 


brighter. 
A European FeperatTionala 
AMERICA 


In closing I cannot refrain from 
availing myself of the opportunity of 
saying a few words about the extraor- 
dinarily able and interesting address of 
Dr. James Brown Scott.' Nothing 
I can say will indicate any kind of 
disagreement with it, but rather to 
suggest one or two thoughts which 
emerge from what he said. As I 
understood him, the two main points 
he wanted to leave with the audience 
were, first of all, the idea that Europe 


1 See p. 146. 
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should achieve its own security on 
the basis of Article X of the Covenant 
of the League of Nations. I entirely 
agree with Dr. Scott in that suggestion. 
I only want to mention one small 
difficulty which obviously was present 
enough to his mind, but perhaps not 
equally present to the minds of all of 
us. A Europe that is to achieve its 
own security, particularly in the matter 
of disarmament, must be a Europe 
which includes Soviet Russia, and that 
country, let us never forget, has its 
farthest shores washed by the waters of 
the Pacific. That makes it a little 
difficult to segregate Europe entirely 
and deal with it as a separate whole. 
The other difficulty arises from the 
indelicacy of the British Empire in 
spreading itself over some five con- 
tinents. For those two reasons, I 
think we must adopt the suggestion of 
a segregated Europe as based on the 
League of Nations with some slight 
reservations. 

Tue Dirricutties 

But after all, that was merely Dr. 
Scott’s secondary point. The main 
point was that Europe should take 
a leaf from the book of America and 
develop ultimately the kind of federa- 
tion first achieved by the Thirteen 
Colonies. There, again, of course, 
I entirely agree with Dr. Scott. But 
the success of such a plan depends on 
its not being driven too fast nor pressed 
too hard. Nobody could have any 
misgiving on that point so long as the 
analogy was handled by Dr. Scott or 
someone like him, but there might be 
some danger if the discussion were in 
other hands. 

In regard to the Thirteen Colonies, 
there were of course various points of 
difference between them; there may 
have been Quakers in Pennsylvania, 
Catholics in Maryland, and Church- 
men in ~— but the Thirteen 


Colonies had a origin 
a common tongue—English and Amer. 
icans will not be disposed to under-rate 


that as a bond between peoples—they ( 
were based very largely on the same | 


constitutional forms of government, 
and they were linked by opposition to 
a common foe, and I shall not be doing 
violence to the records of history if 
I suggest that, on the whole, the things 
that united them were greater than the 
things which separated them. Now let 
us turn for a moment to the countries 
of Europe. Centuries before Chris- 
topher Columbus committed the classic 
indiscretion in the field of discovery, the 
countries of Europe, not merely the 
great countries like Great Britain, 
France and Spain, but what we re- 
gard as lesser countries to-day, like 
Bohemia and Poland and Serbia, were 
inscribing their records in the annals of 
history, were fostering their individual 
pride and cherishing their individual 
ambitions. Take that single scrap 
of territory on the map of Europe 
which we speak of as the Low Coun- 
tries, The Netherlands. Think of the 
wars that have been fought out in that 
cockpit of Europe. Think of the 
clash of nations and empires on that 
patch of land, of Spain and Austria and 
Britain and the rest, and realize what 
conditions in Europe really are. The 
bond that for a time joined most of 
the continent in the Holy Roman 
Empire has disintegrated and, of 
course, after 1914 some of the walls 
of separation have been built up higher 
still. 

But, after all, a federation of the 
future must be built on the facts not 
as they ought to be nor as we would 
desire them to be, but on the facts as 
they are. AndasI compare the federal 
union of the Thirteen Colonies on the 
American Continent with a possible 
federal union of the nations of Europe, 
while I agree with Dr. Scott as to the 
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ultimate aim, I am deeply conscious of 
the length and difficulty of the road 
that has to be trod before that purpose 
can be achieved. Meanwhile, it is 
surely something that the nations of 
Europe should be meeting year by 

at Geneva, where, if they cannot 
achieve the task of federation, they 
can at least achieve the task of co- 
operation. But if it is a question of 
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substituting for disarma- 
ment, then we may hesitate indeed. 
We must move slowly at what speed 
we may towards federation, but do not 
let disarmament wait altogether on the 
achievement of that distant goal. 
Long before that let us hope something 
may be achieved in the field of disarma- 
ment. For the work has already been 
begun. 
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Sanpsure, Cart. Abraham  Lincoln— 

The Prairie Years. Vol. 1, XVI, pp. 480; 
Vol. II, pp. 482. Price, $10.00. New York: 
Harcourt, Brace and Company,1926. 


Walt Whitman said of Lincoln, “‘None of 
the artists or pictures has caught the deep 
though subtle expression of this man’s face. 
There is something else there. One of the 
great portrait painters of two or three cen- 
turies ago is needed.” Carl Sandburg has 
felt and presented, in some indefinable way, 
through a genius of his own, the “something 
else there.”” He has filled in the great liv- 
ing background of Lincoln’s age, and of his 
life, revealing Lincoln himself in his ele- 
mental appeal, and unremitting growth. 
The biography contains masses of fascinat- 
ing new materials, including a store of 
Lincoln’s best jokes, a wonderful group of 
photographs, and anecdotes and reminis- 
cences from new sources. 

The Prairie Years is more than an ordi- 
nary biography; it isa captured atmosphere, 
a portrait done with the exquisite, patient 
care, the intent reverence, the elusive 
tenderness of a Rembrandt. It is a fusion 
which is a living thing, and it should hold in 
our gallery of books some such station as 
Lincoln himself holds among the race’s im- 
mortals. 

ue, K. S. Haypen. 


Wess, Beatrice. My Apprenticeship. 
Pp. 436. New York: Longmans, Green 
Company, 1926. 

"This book is most felicitously named. It 
describes that long period of gradual, de- 
voted working toward a distant goal, and 
the acquiring of the indispensable technique 
which every apprenticeship necessarily is. 
Mrs. Webb’s goal, however, had the fasci- 
nation of not being an established and 
accepted one. She and her associates, pio- 
neers in the field of social investigation, 
were among the first thinkers to believe 
that the social sciences must be approached 
even as the physical sciences are—infinite 
data must be gathered and studied before 
the laws governing institutions can be as- 
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certained, if they can be ascertained and 
intelligently followed. The book describes 
Mrs. Webb’s own experiences as a social 
investigator, and the methods she and her 
group evolved. It is doubly interesting 
because of the direct charm of the style, and 
the quiet revelation of the inner moods and 
mental and spiritual growth of a young 
English woman during a particularly forma. 
tive period of Britain’s history. 


Bowers, CLraupeEG. Jefferson and Hamil. 
ton. The Struggle for Democracy in 
America. Pp. xvii, 531. Price, $5.00, 
Boston and New York: Houghton Mifflin 
Company, 1925. 

Mr. Bowers has produced a good mate to 
his earlier work, The Party Battles of the 
Jackson Period, in richness of political, 
personal and social sidelights. Both books 
are absorbingly interesting from cover to 
cover, revealing a close acquaintance with 
the historical sources and the capacity fora 
vivid and lively style. The two books 
present two champions of democracy and 
portray with dramatic effect the back- 
ground before which they enacted their 
réles on the American political stage. If 
the first book qualifies the hundred per cent 
view of the perfection of Webster or Clay, 
the one under review puts a bit of discount 
on Hamilton and, with reference to his last 
years, even on Washington. 

In Jefferson and Hamilton the author 
shows himself in close sympathy with 
Professor Charles A. Beard’s economic 
interpretation of Jeffersonian democracy, 
contrasting Jefferson and Hamilton as 
spokesmen of two sets of economic interests. 
On the personal side, the higher praise is 
reserved for Jefferson, who was “‘a humani- 
tarian ahead of his times,” political 
psychologist without a rival in the leader- 
ship of his party, and the “idol of his fol- 
lowers, ‘the people’s friend.’” But traces 
of littleness are found in the able Hamil- 
ton, who moved so easily in the “veri- 
table Vanity Fair” of Federalist oy at 
Philadelphia. 7 
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The book site with an account of the 
triumphal inauguration of Jefferson as 
President and with the final observation 
that “the spirits of Jefferson and Hamilton 
still stalk the ways of men—-still fighting.” 
H. C. Nrxon. 


Estaproox, A. H. and McDove ts, Ivan E. 
Mongrel Virginians. The Win Tribe. 
Pp. 205, Ils. 2. Price, $3.00. Balti- 
more: Williams & Wilkins Company, 
1926. 

A contribution from the Department of 
Genetics of the Carnegie Institution, Wash- 
ington. With such an imprint the book 
commands attention, aside from its star- 
tling title which might be taken as a chal- 
lenge to the people of the state at large. 
But upon examination the book turns out to 
be so unstimulating that one does not feel 
like criticizing it or even making fun of it 
though the latter is about all that it de- 
serves. It represents the combined results 
of the efforts of two students, “‘one a special- 
ist in eugenic research, the other in social 
research,” who acknowledge the co-opera- 
tion of Dr. C. B. Davenport of the Eugenics 
Record Office. The group reported upon is 
a community of some 500 mixed Indian- 
negro-white mountaineers in the Blue Ridge 
section of western Virginia. Records of 
their history, fecundity, consanguinity, 
legitimacy, sex mores, alcoholism, diseases, 
school standing, church and mission his- 
tory, and their marriage entries are given. 
There are twenty-seven short genealogies, 
and a summary (p. 199) concludes the 
investigation. 

So much for its professions. The mate- 
rial offered in support of the conclusions is 
most peculiar. Absolutely unscientific in 
method; an exposé of small community 
moral depravity recorded from the lips of 
neighbors. The most trifling morsels of 
gossip, with arbitrary interpretations, with 
no possibility of verification since many of 
the characters are dead, form the basis of 
judgment. In the personnel estimates, as 
in every place name and proper name, the 
authors evince a mania for concealment of 
identity, very prejudicial to the mind of any 
reader. ‘“‘With a few obvious exceptions all 
names of persons and places in this book 
are fictitious” (p. 13, f.n.). In this case it 


amounts to mendacity! We see with sur- _ 
prise the well-known Pamunkey Indians,a | 
tribal group living on a state reservation in 
King William County, noted as “Wero- _ 
mos,” living in “Rob” and “Plumb” coun- _ 
ties; the equally well-known Chickahomin-— 
ies of Charles City County as “Renabees” 
in “Clearview County,” and we discover — 
that more mixed Indian groups inhabit Ab, | 
Ag, Am, Ad counties. The “Croatans” of 
Robeson County, North Carolina, ap- 
proximately 1000 in number, are introduced 
as the “Rivers” of “Robin County,” and = 
Roanoke Island is disguised as “CremoIs- __ 
land.” The brain is put in a whirl trying to 
decipher the cabalism of toponymy alone, 
not to mention some 500 personal names,— _ 
all fictitious. A few more observations for — 
one who may still imagine the report to — 
contain some usable data! There are no 
anthropometric facts, although we strike 
reference constantly to “Indian character- 
istics” of this or that individual, “atypical —_ 
Indian,” etc, no psychometric data,afault = | 
even worse in a study intended for service in 
evaluating the mentality of a community, _ 
no photographs—all being omissions of a 
most serious nature. 7 
We hear of many of the group who have > 
emigrated to other parts of the country. | 
As sharers of the same racial mixture and 
products of the same home environment, it 
seems as necessary to investigate their 
mores as it is of those who have remainedin __ 
the hills. The condition is so similar to 
what has been found (for instance by H. B. | 
Jones) in a recent study of a New England 
community that emigration may be the — 
process responsible for the selection of the __ 
more capable individuals. : 
From my own experiences among small 
rather esoteric communities in the southern | 
mountains, white as well as mixed Indian, 
should feel that the conditions exhibited by 
the Wins are a normal response to the cul- 
ture urges of the region. To my mind 
there is nothing tangible in the influence of _ 
racial factors in these particular cases. A 
scientific approach is required for a positive 
decision. There is something so vague, — 
trivial and confusing, yet human, about the © 
exposure of the petty turpitude of these 
ignorant mountaineers that the one thought _ 
uppermost in the mind of the reader is, __ 
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what would the authors do with similar 
conditions which we know to exist in many 
staid New England rural communities? 
One feels that there is little meaning to 
“race” in rural American social behavior. 

Again the book portrays a certain “moral 
infamy” of Indian blood—a conclusion that 
might carry weight somewhere if it were not 
a fortunate fact that considerable ethno- 
logical knowledge of American Indians 
exists among school-children and scout or- 
ganizations, as well as among the reading 
populace, to act as a safeguard against such 
careless use of the term “Indian” as it is 
applied to the customs and habits of a group 
of mountaineers who have completely accul- 
turated European ways. 

As to “mongrel Virginians” of this mix- 
ture, the proud descendants of Pocahontas 
now living in the state and numbering 
thousands, according to their published 
geneology, need have no fear of their men- 
tality-grades, nor need they tremble for the 
fate of their offspring, even if they are to be 
listed among the “mongrel Virginians” on 
account of their Indian mixture, “which 
lowers the level of whites!” 

Finally, if the book were well written, 
well edited—but enough has been said! I 
repeat the third sentence of this review. A 
really absurd and useless book! 


Iconocast. J. Ramsay MacDonald 
(1923-1925). Pp. 191. New York: 
Thomas Seltzer, 1925. 

This is a persuasive book presented from 
the viewpoint of labor, one that should 
not be overlooked by any person drawn to 
MacDonald, and puzzled by him. It is an 
analysis of the political situation confront- 
ing him when he became premier, his out- 
standing accomplishments during his few 
months in office, of the undercurrents and 
other events leading to the downfall of his 
ministry, and of the dominant traits of his 
magnetic and baffling personality—an ex- 
planation of the man by one who has had 
long experience with him and has a warm 
comprehension of those elements of his 
nature that make him the great and inter- 
esting man that he is. 

It is a singularly well-written book, 
candid and sympathetic, and cannot but be 


of real value to anyone interested in the 
British labor movement and its leader. 


Iconociast. J. Ramsay MacDonald— 
The Man of Tomorrow. Pp. xii, 290, 
New York: Thomas Seltzer, 1924. 

This is a brief record of Ramsay Mac- 
Donald’s early life, and a more thorough 
study of his connection with the British 
Labor party, and of his own stand before, 
during, and after the war. It reveals the 
background against which MacDonald 
emerged as Prime Minister in 1924. 

K. S. Haypen. 


Woopneap, H. G. W., Norton, H. K., 
and ARNOLD, JULEAN. Occidental Inter- 
pretations of the Far Eastern Problem. 
Pp. 253. Price, $2.00. University’ of 
Chicago Press, 1925. 

Soresumma, Count Micumasa and Kvo, 
Dr. P. W. Oriental Interpretations of the 
Far Eastern Problem. Pp. 220. Price, 
$2.00. University of Chicago Press, 
1925. 

These books contain the Norman Wait 
Harris Lectures of 1925 at the University of 
Chicago, delivered by prominent men who 
knew what they were talking about, a 
necessary condition precedent lacking in 
most books on the Far East. Their presen- 
tation of facts, governed of course by their 
viewpoints, may be taken as authority. 

In the Occidental Interpretations, Mr. 
Woodhead gives a good review of recent 
Chinese politics, especially the tortuous 
series of events of the day. Yuan Shi-kai’s 
career is noted rather sympathetically, and 
Sun Yat-sen is presented in his true light, a 
sort of De Valera of China as I have always 
termed him; a visionary, but certainly not 
the constructive statesman which China 
needed after the fall of the Manchus. 
Quite a contrast to Dr. Dewey's estimation 
of the value of the students and their work 
is the author’s disparaging review of their 
influence in China. In fact, to him, they 
are miniature Sun Yat-sens. The British 


policy is warmly defended, and the old 
Chinese ever-active diplomacy of creating 
dissension among the Powers, aided by 
Bolshevik propaganda, are his main ex- 
planations for the present state of affairs. 
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In regard to eteetinhalaing he believes 
that China is not yet in condition to receive 
the cancellation of special rights held by 
foreigners. In “China’s Economic Re- 
sources,” by Julean Arnold, the author 
touches upon the vast undeveloped wealth 
of China, and the great industrial opportu- 
nities available to enterprising Americans. 
Mr. Norton in his lecture on the “Russians 
in the Far East”’ points out that Russia is as 
ambitious as ever, has recovered much lost 
ground, is thick in present intrigues at 
Peking, and in the future will probably 
again try conclusions with Japan 

In the Oriental Interpretations Count 
Soyeshima discusses the position of Japan 
to-day and the policy towards China, 
Korea and Siberia. The writer is inclined 
to be conservative, and as a Japanese peer 
and diplomat makes a dignified defense of 
his country’s policies, “regretting” actions 
like the Twenty-One Demands, Shantung 
and others. He also gives his opinion of 
Count Okuma. He is not so sure that 
democracy is a blessing to the Japanese, and 
is probably less sure to-day after his sojourn 
in America. He advocates a close under- 
standing with the United States as the best 
policy for Japan. Count Soyeshima speaks 
with the ease of authority, and is able to 
refer to his own long and brilliant career to 
substantiate his arguments. 

Dr. P. W. Kuo, President of Southeastern 
University at Nanking, presents the Chinese 
view. He quite naturally resents the 
American exclusion act, nor does he take 
kindly to extraterritoriality, or the banking 
consortium, or the British policy in China 
and Tibet, or the Shanghai International 
Settlement, or many other things. He ably 
pleads his case, and suggests that if reason 
and moderation were used more by the 
Powers a better understanding would result 
allaround. Dr. Kuo is of the opinion that 
the progress of China is bound up mainly 
with the United States, and that the in- 
fluence and co-operation of America in the 
future will settle many of China’s present 
difficulties, and suggests that the American 
people and government become better 
acquainted with China and her prob- 
lems for the mutual benefits which would 
ensue. 

Paut H. CLements. 


Herrick, A. White Servitude 
in Pennsylvania: Indentured and Re- | 
demption Labor in Colony and Com- — > 


monwealth. Pp. vi, 330. Price, $4.50. 


Philadelphia: John Joseph MeVey, 1926. 


This is the most comprehensive and 


thorough study that has yet been made 
upon the subject of indentured and redemp- | 


tion labor in our colonial and early state 
history. In fact it is more than a mono- 
graph upon the subject implied by the title; 
incidentally it is also an account of the 
founding, settlement, development and 
control of a colony. Its relations to the 
mother country, the labor problem, the 
struggle between slavery and free labor, 
the propaganda to attract settlers, the land 


question, the race question, the religious == 


problem—indeed every phase of social, 


economic and political life through which ane 
the middle colonies passed is here reflected — 


and carefully analyzed by Dr. Herrick in 
this important study. But of course the 
main theme, white servitude, an institution 
which nearly supplanted slavery, is in itself 
far more important than the organized 


literature on the subject now found in our © 


liberaries would indicate. This phase of 
our early history has been much neglected 
and the book will therefore be welcomed by 
all students who seek to explain present 
problems in the light of the past. The 
work is largely written from original sources 
found in American and English archives 
and has the special merit of having grown 


under the author’s sincere interest in the — 


subject rather than as the result of a task 
imposed from without. The reviewer hap- 
pens to know that this painstaking study 
was in process of growth and development 
for more than a quarter of a century, and it 
is not too much to say that it is the last 
word upon this subject. 
Kart F, Geiser. 


Merriam, Epwarp. Four 
American Party Leaders. New York: 
The Macmillan Company, 1926. 


In his American Party System Professor 
Merriam suggested a catalogue of charac- 
teristics essential to leadership. In this 
volume these criteria are applied to Lincoln, 
Roosevelt, Wilson and Bryan. The result 
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emergencies and not paper schedules. 


cumbersome Electoral 
“senatorial courtesy”’ the home fences of all 


does not pretend to be a definitive work. 
It rather points the path to further re- 
search. 

The study does not present the proposed 
endeavors in an attractive light. The 
difficulty lies in securing a standard of com- 
parison. Professor Merriam suggests “we 
. . « look for self-assertiveness, strength of 
conviction, tact, geniality, patience, de- 
cisiveness, judiciousness, sense of humor, 
reputation for goodness of heart, and all 
other pertinent elements in his (a leader’s) 
constitution.” But what do these terms 
mean? Doesn't their significance vary for 
every individual to whom they are applied? 
Can life as exhibited by these leaders be 
rammed into formal categories? Can such 
a tenuous thing as personality be micro- 
scoped? This effort is not convincing, 
though later and more labored studies may 
be productive. 

Harry A. Barta. 


Baker, Newton D. Progress and the 
Constitution. Pp. 94. Price, $1.25. 
New York: Charles Scribner’s Sons. 

Harrman, Epwarp A. The Constitution 
at the Crossroads: a study of the legal 
aspects of the League of Nations, the 
Permanent Court of International Jus- 
tice and the Permanent organization of 
labor. Pp.xv,274. Price, $3.00. New 
York: George H. Doran Company. 
Governments are run on the basis of facts 

and not on the basis of constitutions. The 

- actual government has to meet present 

The 


purpose of Mr. Baker's work is to determine 


to what extent the paper document has 


been twisted to meet institutional, indus- 


trial and international problems as they 


have arisen. 

In each of these fields the Constitution 
has broken down. We have preserved a 
College, through 


senators are reciprocally protected, the 
President decides when he is incapable of 
handling the duties of his office, deadlocks 


between our Chief Executive and Congress 


are frequent, and an administrative branch 
of the government has grown up since the 
Constitution was written. In the indus- 
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the Constitution. Chief Justice Marshall 
gave a liberal interpretation to the com- 
merce power and “these broad sentences 
have been, in the hands of the Supreme 
Court, like magic keys with which previ- 
ously undisclosed doors have been opened 
as we have needed more spacious constitu- 
tional accommodation for this growing 
family” (p. 42). Constitutional guaranties 
have been encroached upon by the states 
under their police power. In the field of 
international relations it has been impos- 
sible to evade the constitutional provisions. 
Here Mr. Baker believes that “the so-called 
mistake of the Constitution consists, not in 
an association of the President and the 
Senate, but in the requirement of a two- 
thirds concurrence” (p. 69). The Consti- 
tution does not define the limits of the 
treaty-making power and the judiciary has 
had to determine these limits. 

The Constitution must yield to changing 
needs in the future as it has in the past, 
whether it be by amendment or by evasion 
and Mr. Baker admonishes his readers to 
“cultivate toward the Constitution that 
attitude of ‘animated moderation’ which 
Bagehot regards as the best promise of real 
and verifiable progress” (p. 94). 

The Constitution at the Crossroads is a 
technical comparison of the Constitution 
of the United States with the Covenant of 
the League of Nations. Since the forma- 
tion of the League of Nations the United 
States stands at the crossroads of national- 
ism and internationalism. Mr. Harriman 
believes that the Covenant sets up a super- 
government (p. 23), and that the Perma- 
nent Court of International Justice is the 
judicial department of the League of Na- 
tions (p. 102), and hence it is veritably im- 
possible to adhere to the World Court 
without having some “‘legal relations” with 
the League. We know the legal topogra- 
phy of the old road of nationalism—abso- 
lute independence, whereas we do not know 
all of the legal consequences of membership 
in a new international state. By a com- 
parison of the Constitution of the United 
States with the Constitution of the World 
State the author sets forth some of “the 
legal topography of the new road opened by 
the Treaty of Versailles.” 

No advice is offered as to whether the 
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consequences of internationalism would be 
desirable or undesirable. Such desirability 
can be determined only after the lapse of 
time, after problems have been encountered 
along the highway of internationalism, and 
prophets would probably miss their guess 
equally as much as the Fathers of our Con- 
stitution failed in their forecasts of the 


future. 
Joun G. Hervey. 


Buett, Raymonp Lesue. International 
Relations. New York: Henry Holt and 
Co. Pp. 708. 1925. 

The volume is divided into three parts: 
problems of nationalism and international- 
ism, problems of imperialism, and the 
settlement of international disputes. In 
the chapters arranged under that general 
grouping the author discusses the funda- 
mental causes of international discord and 
existing or proposed methods of dealing 
with them in an effort to procure peace. 

The great amount of information pre- 
sented is one of the outstanding assets of the 
book, especially in view of the tendency of 
many writers on international questions 
to admit only a minimum of fact. This 
characteristic of the volume is even more 
noteworthy when one considers the wide 
range of subjects that is treated. 

The most satisfactory chapters are those 
dealing with the undercurrents of inter- 
national relations. The description of 
existing international machinery appears to 
have been somewhat curtailed, but in a 
comprehensive work of this sort questions 
of emphasis as to subject-matter are bound 
to receive different solutions from different 
persons. 

Norman L. Hit. 


Haines, Cuartes Grove, and Moser, 
Bertua. Principles and Problems of 
Government. Revised edition. Pp. xvii, 
663. Price, $3.25. New York: Harper 
& Brothers, 1926. 

When this volume first appeared, in 1921, 
its value was seen to reside in the emphasis 
placed by the authors upon the principles 
which underlie governmental structure and 
the problems which face modern political 
institutions. This attitude has been main- 
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tained in the revision now made. Few 
changes have been made in those chapters 
treating of the political processes that move 
but slowly; while the factual material has 
throughout the book been brought down to 
date to account for many of the startling 
changes of the past few years. In addition, 
new chapters upon international organiza- 
tion and administration, and upon the 
making and revision of constitutions (in- 
cluding the constitutions framed in post- 
war Europe) are included. As an intro- 
duction to modern political science and the 
problems with which it deals, the book is 
rendered more useful than it was before by 
a proportionately greater use and analysis 
of European practices and problems. 
ALLAN F. SAUNDERs. 


Wiis, H. Parker, Pu.D., and Srerer, 
H., Pu.D. Federal Reserve 
Banking Practice. Pp. 835. Price, 
$10.00. New York: D. Appleton and 
Company. 

Most literature dealing with the Federal 
Reserve System has been confined to func- 
tion or structure and where operation has 
been dealt with, the motive generally has 
been that of illustration. In this volume 
the authors go exhaustively into the details 
of practical operation. 

Beginning with a description of Federal 
Reserve organization and functions they 
take up the various problems encountered 
by the Federal Reserve Board and Banks in 
operation. To each phase of Reserve 
banking, the authors bring a thorough 
analysis of such parts of the law and Federal 
Reserve Board rulings as apply to it. This 
is combined with a detailed description of 
procedure and their own interpretation or 
criticism of the banking theory involved. 

Not only the Federal Reserve System 
proper, but all the related phases of Ameri- 
can banking are dealt with in detail. The 
Federal Farm Loan System and the whole 
field of agricultural credits, foreign trade 
financing, government fiscal operations, 
branch banking, and problems of commer- 
cial credit are included as essential factors 
in a complete understanding of Federal 
Reserve practice. The whole work is 
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illustrated with numerous charts, tables, 
technical forms, schedules, etc. 

The authors’ practical experience with 
the Federal Reserve Board has enabled 
them to collect facts and information, 
otherwise unavailable, relative to the in- 
ternal operation of the system and reasons 
for the adoption of particular practices. 
They seem equally ready to criticize where 
they think mistakes have been made, or to 
defend the Board and the system against 
attacks which they consider unsound or 
superficial. 

The treatment is historical, following the 
development of each phase of Federal re- 
serve banking practice from the beginning, 
and bringing out clearly the obstacles en- 
countered and the banking policy involved 
in each change in the Act or Reserve Board 
regulations. The authors’ desire is very 
evidently to show the growth of the whole 
system as an institution, and the evolution- 
ary development of present methods of 
operation. 

The book as a whole is a monumental 
work, but should prove of greater value as a 
reference book for bankers, business men, or 
students specializing in reserve banking, 
than as a textbook for the non-technical 
reader. In the wealth of detail and de- 
scription of methods of operation it is easy 
to lose one’s sense of perspective. At times 
it is hard to single out the present rulings 
and practices from those which they have 
superceded, for all have been described in 
equal detail. It is difficult to make such a 
comprehensive treatment of any compli- 
cated subject seem well organized, and the 
authors have not succeeded overly well in 
this respect. 

Freperick M. Wortey. 


Faust, Martin L. The Custody of State 
Funds. Pp. 176. New York: National 
Institute of Public Administration. 

Mr. Faust has produced a useful mono- 
graph. Since the “independent treasury 
system” is nearly a thing of the past, the 
treatise is practically confined to the de- 
velopment and analysis of state depository 
systems. ‘The first five chapters constitute 
the general analysis, which is followed by 
outlines of the fiscal administrative expe- 


170 Tue ANNALS OF THE AMERICAN ACADEMY 


riences, some of them quite unsavory, of 
Pennsylvania, Ohio and Illinois. Digest of 
state laws and statistics appear in three 
appendices. 


Meap, Epwarp SHerwoop, and Scuozz, 
Kart W. H. Rudiments of Businey 
Finance. Pp. xvi, 307. Price, $2.00, 
New York: D. Appleton and Company, 
1926. 

The authors have here produced a simpli- 
fied version of Professor Mead’s larger book, 
Corporation Finance. Their stated object 
has been to present the subject of business 
finance in simpler terms, for high school 
students or college freshmen. It may be 
granted that such a book would meet a 
need. 

To “write down” an advanced text to the 
level of younger readers is not easy; and the 
authors, while successful in the major part, 
are not uniformly so. Telescoping material 
together in the interest of brevity occasion- 
ally leads to sacrifice of unity and clearness 
of presentation. 

The authors at times go out of their way 
to make statements not readily substanti- 
ated. Thus, page 28, we are told that 
building and loan associations “are co- 
operative societies.” As a general state- 
ment this will certainly be denied by many; 
and it is not necessary to an adequate treat- 
ment of the subject of business finance. 

While differences of opinion may reason- 
ably be entertained as to the scope of the 
subject, the reviewer cannot help venturing 
his opinion that in this respect the treatise 
could be improved. For example, there is 
lacking a clear cut analysis of the ratio of 
bonds to stocks in the capitalization, al- 
though each kind of securities are ably dis- 
cussed. On the other hand, space is en- 
croached upon by a quite extensive 
treatment of commercial bank credit 
operations. 

Chapter XIII consists of a presentation 
of the failure of the laissez faire attitude 
toward business and a plea for moderate 
government regulation. It is chiefly con- 
cerned with regulation of prices, rates and 
business practices; and appears to have only 
relatively remote connection with business 
finance. No appreciable loss would have 
been sustained had this chapter been 
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omitted, especially since, through excessive 
crowding and lack of proper correlation to 
the main theme, the material has been 
made almost useless for the type of students 
had in mind. 

The authors testify to the great faith 
that is in them concerning the beneficent 
effects of employe ownership of stock and 
still more of a wide distribution of corpo- 
rate securities, by way of industrial peace 
and general prosperity. Doubtless others 
would like to be able to share such faith in 
equal measure. Yet it is pointed out that 
a wide distribution of ownership and a 
narrowly concentrated control are not in- 
compatible, and that after all the character 
of the control is of paramount importance. 

Despite the foregoing, and other observa- 
tions, this little book will doubtless be 
valuable to many of the rapidly growing 
number of students in the field of business 
finance, a field which is yet too recently 
named to be clearly defined or exhaustively 
cultivated. 

Jens P. JENSEN. 


E1GELBERNER, J.G. Investigation of Busi- 
ness Problems. Pp. 317. Price, $3.00. 
Chicago: A. W. Shaw Company. 

The author has analyzed the steps in 
making investigations from the standpoint 
of theory, first, and then applies the theory 
to practice through solutions of specific, 
simple business problems. It is not a book 
on business problems, but a development of 
the art of investigation with the training re- 
quired on the part of the investigator to 
execute the principles. The book is de- 
signed to acquaint the practical business 
man with the application of the principles 
of logic, psychology and philosophy in the 
solution of his problems as contrasted with 
mere intuitive methods. The subject is 
presented from three angles: the mental 
equipment required of the investigator; the 
actual mechanisms of investigation; and the 
presentation of the results of the investiga- 
tion. 

Under the first division, the professional 
and personal qualifications and mental 
atmosphere required of the successful in- 
vestigator are enumerated, with suggestions 
for development and control of their in- 
fluence. The functions of proper thinking 
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and observation spell success for the in- 
vestigator, so considerable space with valu- 
able rules for cultivating these traits are 
included. Means of developing ideas 
through suggestion and inference are ad- 
vanced. The mechanics of investigation 
consist of the work in the library through 
bibliographical research, the personal inter- 
view and interview through correspondence 
and questionnaires. It has many excellent 
pointers on sources and reliability of in- 
formation to be obtained and how to obtain 
it. The author then illustrates methods of 
defining and classifying data together with 
procedure for testing facts. These chap- 
ters give a series of questions with illustra- 
tions of their use as tests in classifying in- 
formation. The inductive and deductive 
forms of reasoning in connection with in- 
vestigation are discussed in relation to 
developing and establishing proper con- 
clusions. The last chapter illustrates by 
practical examples the proper manner to 
write reports. 
N. M. Perris. 


Lupwie. Evolution and Optimism’ 
ix plus 241 pages. Price, $3.00. New 
York: Thomas Seltzer, 1926. 


This book is a plea for optimism against 
the pessimistic spirit strengthened by the 
World War. In fourteen short chapters 
Dr. Stein treats all kinds of optimism: so- 
cial, idealistic, realistic, pragmatic, evolu- 
tionary, energistic, vitalistic, individualis- 
tic. Then he writes separate chapters on 
romanticism and optimism, the optimism of 
the white race, of which he is very proud, 
the sociological optimism, feminism and 
optimism and finally, religious optimism. 
His method is both historical and philo- 
sophical. I will illustrate each with one 
quotation. For the first let me give the 
following passage: 

The Renaissance and the Reformation made 
inroads upon this stronghold on behalf of the 
rights of women, children and slaves. In the 
Florence of the 14th century woman played a 
prominent réle in art, philosophy and science. 
Dante's Beatrice represents the decisive step to- 
ward the glorification of the new ideal of woman. 
Petrarch proclaims the new cult of woman. 
Woman occupies the center of interest in Boc- 
caccio’s Decameron. The greatest writer of the 
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period, Leon Battista Alberti, who has been 
celebrated as the very type of universal genius, 
places the cultured woman in the foreground of 
literary interest. Lucrezia Borgia stamped her 
personality upon the age of Renaissance Fascism, 
no less than did her brother Caesar Borgia impose 
his (p. 222). 
For the second the following: 


For a lower price than the last World War the 
League of Nations could not be educated for 
humanity. ... This is the secret to be had. 
The unsociable homo sapiens must be the sub- 
terranean plane of history; this is the obvious and 
final aim of God in history. . . . 

For those who are interested in these 
types of demonstration and argument, the 
book of Dr. Stein can be useful and at- 
tractive. Dr. Nicholas Murray Butler 
wrote a short introduction to the book in 
which he praises the qualities of Dr. Stein. 

Oscar JArzi. 
Queen, Sruart A., and Mann, DELBERT 

M. Social Pathology. Crowell’s Social 

Science Series. Pp. xx + 690. Price, 

$3.75. New York: Thomas Y. Crowell 

Co., 1925. 


Not only because of Professor Queen’s 
training and standing as a sociologist, but 
also because of his past experience as secre- 
tary of the California State Board of 
Charities and Correction, and as director of 
the Simmons College School of Social Work, 
a significant contribution by him and his 
colleague, Professor Mann, to the literature 
of the sociological approach to the study of 
social problems was naturally awaited. 
The volume has not disappointed these ex- 
pectations. While it is frankly an intro- 
ductory textbook for undergraduate college 
students, it is the first volume to attempt 
the sociological examination of a wide 
range of social problems. The two other 
systematic works in this general field, Social 
Problems and Social Policy, by James Ford, 
and Readings in Social Problems, by A. B. 
Wolfe, give an historical and ethical treat- 
ment. 

The volume by Queen and Mann is or- 
ganized on the plan of grouping twenty-six 
of the concrete problems familiar to social 
work, as widowhood, homeless men, poverty, 
industrial accidents, tuberculosis, and men- 
tal deficiency, under three main headings: 
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(1) family disorganization and personal 
demoralization; (2) economic aspects of 
social disorganization and personal de. 
moralization; (3) health aspects of social 
disorganization and personal demoraliza. 
tion. The outstanding innovation in text. 
book method of this volume, and, in the 
opinion of the writer, the most valuable 
feature, is the introduction of each problem 
by a well-selected case. By this device the 
problem is presented to the student in its 
human setting, and the student is lured inte 
the consideration of the more general in. 
formation not only about the causes of the 
problems, but of current and approved 
methods of treatment and prevention. 

The authors state that they have been 
obliged to omit consideration of other 
major aspects of social pathology, namely, 
educational and political disorganization, 
misuse of leisure time, neighborhood and 
community disorganization, migration, race 
friction, and international conflict. This 
serviceable manual should have wide use as 
a text, and should stimulate sociological re- 
search in this practically unworked field. 
hs E. W. Burcess. 
Dow, Grove Samuet. Social Problems of 

Today. In collaboration with Epear B. 

Wester. Pp. xvi + 337. Price, $2.00. 

New York: Thomas Y. Crowell Co., 

1925. 

This volume is a revision and condensa- 
tion, for adaptation to high school use, of 
the author's earlier volume, Society and Its 
Problems. The most evident change is the 
introduction of a series of illustrations to 
accompany the text. Teachers interested 
in textbooks on the social studies will find in 
this book another added to the growing 
number of volumes prepared especially in 
view of the needs of high school students. 

E. W. Buragss. 


Kirkpatrick, Cuirrorp, Pu.D. Intelli- 
gence and Immigration, Mental Measure- 
ment Monographs, No. 2. Pp. 123, 32 
Tables. Price, $4.00. Baltimore: The 
Williams and Wilkins Company. 1926. 
This book is intended primarily to pre- 

sent the results of original studies of immi- 

grant children in Massachusetts, but a 
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Bees review of other studies 
relating to immigrant groups is also given 
forcomparison. The study shows that the 
Americans and Finns are of approximately 
equal standing at the head of the list. The 
Italians are far below; and the French- 
Canadians stand between the Italians and 
the Finns. These results are in general 
agreement with other studies, especially 
with regard to the inferior status of the 
Italians. 

Practical applications for selective im- 
migration of studies of this character are 
dependent upon two suppositions: ‘first, 
that mental ability is inherited; and, sec- 
ond, that mental tests actually indicate 
native ability. With the first proposition 
the reviewer is not disposed to disagree. 
The second is more doubtful, because 
analysis shows that achievement tests are 
influenced by linguistic and perhaps other 
social factors. The author’s conservative 
conclusion is that the tests do show differ- 
ences of ability, though not quite to the ex- 
tent indicated by the figures. 


The conclusions of this investigation as 
applied to our immigration policy are that 
past immigration has lowered the level of 
American intelligence, and that this tend- 
ency has been exaggerated by the more 
rapid multiplication of the immigrants of 
inferior intelligence. The new law is an 
improvement in that it attempts a rough 
selection by groups; but the selection it 
makes is very inaccurate. The author be- 
lieves that scientific selection should be 
individual and positive and this would no 
doubt be ideal; but the difficulties of its 
achievement would be almost insuperable, 
considering the probability of error in the 
tests of individuals and the fact that eugenic 
selection after all requires some knowledge 
of ancestry as well as of individuals them- 
selves. 

Freperick A. BusHEr. 


Warre, Auten. Some Cycles of 
Cathay. Pp. vii, 96. Chapel Hill: The 
University of North | Carolina Press, 
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